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Commission Enforcement Actions Involving the Internet and Online Services
The Commission’sfirst “Internet” case
1. FTCv.Corzine, CIV-S94-1446 (E.D. Cal. filed Sept. 12, 1994)
I Defendant: Brian Corzine, alk/a Brian Chase, d/b/a Chase Conaulting. X(1)

I Defendant ran advertisements on America Online, offering a credit repair kit. He represented that
purchasers of his credit repair kit could legaly establish anew credit file. The credit repair kit sold for
$99.

1 On September 12, 1994, the FTC filed a complaint, charging defendant with misrepresentationsin
violation of 8 5 of the FTC Act. The Court entered an ex parte Temporary Redraining Order, including
afreeze of defendant’s assets. On November 21, 1994, the Court entered a Consent Decree, enjoining
defendant againgt making misrepresentations concerning credit repair programs and requiring the
payment of $1,917 in consumer redress.

http://www.ftc.gov/opal/predawn/F95/chaseconsultin.htm (pressrelease - complaint/TRO)
The Commission’sfirst online sweep: Chicago Regional Office’s cases
Credit repair
2. Martha Clark, Docket No. C-3667 (fina consent June 10, 1996)
I Respondent: Martha Clark, d/b/a Smplex Services. X(2)
I Respondent maintained a site on the World Wide Web, offering a credit repair kit. The FTC dleged

shefasaly represented that purchasers of her credit repair kit could remove accurate, non-obsolete
information from their credit reports. Her program sold for $39.

10n April 1, 1996, the FTC placed a proposed administrative consent order on the public record for
comment. The consent order became final on June 10, 1996. The order requires respondent to cease
and desist from making misrepresentations concerning methods of removing adverse information from a
credit report.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opal 1996/9606/petapp37.htm (press rel ease - final consent)



3. Brian Coryat, Docket No. C-3666 (final consent June 10, 1996)
I Respondent: Brian Coryat, d/b/a Enterprising Solutions. X(3)

I Respondent maintained a site on the World Wide Web, offering a credit repair kit and a credit repair
agency business opportunity. The FTC aleged he fasely represented that purchasers of his credit repair
kit could remove accurate, non-obsolete information from their credit reports, and that purchasers of the
business opportunity could earn over $1000 aday. The credit repair kit sold for $24.95, and the
business opportunity for $49.95.

10n April 1, 1996, the FTC placed a proposed adminisirative consent order on the public record for
comment. The consent order became fina on June 10, 1996. The order requires respondent to cease
and desist from misrepresenting methods of removing adverse information from a credit report, and
concerning the earnings potentia of business opportunities.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opal 1996/9606/petapp36.htm (press rel ease - final consent)

4. LyleR. Larson, Docket No. C-3672 (final consent June 12, 1996)
I Respondent: Lyle R. Larson, d/b/a Momentum. X(4)

I Respondent placed advertisements on the Internet offering a credit repair kit. The FTC aleged he
fasay represented that purchasers of his credit repair kit could remove accurate, non-obsolete
information from their credit reports, and that they could legdly establish anew credit file. The credit
repair kit sold for $75 to $100.

10n April 1, 1996, the FTC placed a proposed administrative consent order on the public record for
comment. The consent order became final on June 12, 1996. The order requires respondent to cease
and desist from misrepresenting methods of removing adverse information from a credit report, and the
legdity of credit repair products.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opa/1996/9606/petapp36.htm (press release - final consent)

5. Rick A. Rahim, Docket No. C-3671 (final consent June 12, 1996)

T Respondent: Rick A. Rahim, d/b/aNBDC Credit Resource Publishing. X(5)



1 Respondent placed classfied advertisements on America Online and CompuServe, offering a credit
repar kit. The FTC aleged he fsdy represented that purchasers of his credit repair kit could legally
establish anew credit file. The credit repair kit sold for $19.

On April 1, 1996, the FTC placed a proposed administrative consent order on the public record for
comment. The consent order became final on June 12, 1996. The order requires respondent to cease
and desist from misrepresenting the legdlity of credit repair products.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opal 1996/9606/petapp36.htm (press rel ease - final consent)

Business opportunities

6. Timothy R. Bean, Docket No. C-3665 (fina consent June 10, 1996)

I Respondent: Timothy R. Bean, d/b/a D.C. Publishing Group. X(6)

I Respondent maintained a World Wide Web site offering a publishing and printing home business
opportunity. The FTC dleged he falsaly represented that purchasers of the business opportunity could
earn $4,000 or more per month, aswell as other earnings amounts. His program sold for $9.95 to
$19.95.

10n April 1, 1996, the FTC placed a proposed administrative consent order on the public record for
comment. The consent order became final on June 10, 1996. The order requires respondent to cease
and desst from misrepresenting the earnings potentid of business opportunities.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opal 1996/9606/petapp36.htm (press rel ease - final consent)

7. Robert Serviss, Docket No. C-3669 (final consent June 12, 1996)

T Respondent: Robert Serviss, d/b/a Excel Communications. X(7)

T Respondent placed classified advertisements on America Online and CompuServe, offering abusiness
opportunity consisting of sales of “businessreports” The FTC dleged he fasdy represented that
purchasers of the business opportunity could make up to $100,000 per month. The business opportunity
sold for $97 to $147.



10n April 1, 1996, the FTC placed a proposed administrative consent order on the public record for
comment. The consent order became fina on June 12, 1996. The order requires respondent to cease
and desist from misrepresenting earnings potential of business opportunities.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opal 1996/9606/petapp36.htm (press rel ease - final consent)

8. Sherman G. Smith, Docket No. C-3668 (fina consent June 12, 1996)
I Respondent:  Sherman G. Smith, d/b/a Starr Communications. X(8)

T Respondent placed classified advertisements on America Online, offering a business opportunity
congsting of locating people who are entitled to arefund from the FHA on their mortgage insurance.
The FTC dleged he fasdy represented that purchasers of the business opportunity could make more
than $5,000 per month. The business opportunity sold for $42.

10n April 1, 1996, the FTC placed a proposed administrative consent order on the public record for
comment. The consent order became final on June 12, 1996. The order requires respondent to cease
and desst from misrepresenting the earnings potentia of business opportunities.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opal 1996/9606/petapp36.htm (press rel ease - final consent)

Cash grants

9. Randolf D. Albertson, Docket No. C-3670 (final consent June 12, 1996)
I Respondent: Randolf D. Albertson, d/b/a Wolverine Capita x(9)

T Respondent placed classified advertisements on America Online, offering a cash grant matching service,
for afee of $19.95. The FTC dleged he fasdy represented that most of his customers are approved for
cash grants.

10n April 1, 1996, the FTC placed a proposed administrative consent order on the public record for
comment. The consent order became final on June 12, 1996. The order requires respondent to cease
and desist from making misrepresentations in connection with cash grant assstance programs.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opal 1996/9606/petapp36.htm (press rel ease - final consent)

Goods advertised but not furnished



10. FTCv.Brandzd, 96 C. 1440 (N.D. IlI. filed Mar. 13, 1996)
I Defendants: Robert A. Brandzd and U.S. Telemedia, Inc. x(11)

I Defendants offered computer memory chips for sae, posting advertisementsin a Usenet newsgroup.
Defendants received money from consumers who ordered the chips, but amost never shipped any
product or returned the money, the FTC dleged.

10On March 13, 1996, the FTC filed a complaint, charging defendants with violations of 8 5 of the FTC
Act and the Mail Order Rule. On the same day, the Court entered an ex parte Temporary Restraining
Order, including afreeze of defendants assets. The Court entered a stipulated Prdiminary Injunction on
March 29, 1996.

10On Sept. 24, 1996, the FTC announced a settlement with the defendants, under which they will pay
$5,500 in consumer redress. The order prohibits defendants from misrepresenting the time within which
their merchandise will be shipped, and requires compliance with the Mail Order Rule.

http://www.ftc.gov/opa/1996/9603/netsc.htm (press release - sweep)
http://www.ftc.gov/opa/1996/9609/tel emed.htm (press release - settlement)

Another credit repair case

11. FTCv. Consumer Credit Advocates, 96 Civ. 1990 (S.D.N.Y. filed Mar. 19, 1996)

I Defendants. Consumer Credit Advocates, P.C.; Consumer Credit and Legd Services, P.C.; John E.
Petiton; and David B. Markowitz. X(15)

I Defendants posted an advertisement in approximately three thousand Usenet News groups, offering
credit repair services. The FTC dleged defendants falsely represented that they could remove accurate,
non-obsol ete adverse information from credit reports. They charged a minimum retainer of $500, and an
additional fee per disputed item of $125 to $750.

10On March 19, 1996, the FTC filed a § 13(b) complaint and consent order. The order enjoins
defendants from misrepresenting various aspects of their credit repair services, and requiresthem to
make affirmative disclosures to consumers concerning the efficacy of credit repair services. Defendants
were also required to pay $17,500 in consumer redress.

http://www.ftc.gov/opa/1996/9603/consum.htm (press release - complaint/settlement)

The Commission’sfirst big I nternet case



12. FTC v. FortunaAlliance, L.L.C., et al., Civ. No. C96-799M (W.D. Wash. filed May 23,
1996).

I Defendants. Fortuna Alliance, L.L.C.; Augustine Delgado; Libby Gustine Welch; Dondd R. Grant;
and Monique Delgado. X(20)

I Defendants marketed a pyramid investment scheme through a Web site and through word-of-mouth.
They represented that consumers would receive an income of $5,000 per month for each $250 invested.
In addition, defendants encouraged investors to set up their own Web stesin order to propagate the
scheme, and provided them with advice and promotiona materids to hep them do so. Although
defendants dressed up the investment scheme in New Age vestments, the FTC dleged it was nothing but
ahigh-tech chain letter, with certain losses for the great mgjority of investors and tremendous profits for
the defendants. At least 25,000 consumers paid money into this scheme.

10n May 23, 1996, the FTC filed a complaint, charging defendants with violations of 8 5 of the FTC
Act. OnMay 24, the FTC obtained an ex parte Temporary Restraining Order freezing the defendants
assets, gopointing areceiver to manage the company, and requiring defendants to repatriate company
funds that were transferred to overseas accounts. The TRO aso directed that promotional materias be
removed from Fortuna s Web site and be replaced with a notice advising of the FTC' s action and a
hypertext link to a page on the FTC' s Web site containing additiona information and documents from the
lawsuit. On June 10, the Court entered a Preliminary Injunction and held defendants in contempt for
failure to comply with the requirement to repatriate assets. On June 27, with the funds still not
repatriated, the Court issued civil arrest warrants againgt three individua defendants whom the FTC
served process on in Belize.

I The scheme dlegedly took in more than $11 million from consumers. Defendants systematicaly
transferred the bulk of their profits— over $5 million — to offshore bank accounts. Mogt of the money
went to an account at abank located in Antigua. At FTC' srequest, the Department of Justice' s Office
of Foreign Litigation brought an action for aMar eva injunction in an Antiguan court. The action was
successful in freezing defendants funds held in the bank pending development of the FTC action.

1 0On February 24, 1997, the digtrict court entered a stipulated find judgment. The judgment requires
defendants to offer full refunds to al Fortunamembers. Payment of redress is secured by aletter of
credit for $2.8 million, drawing on the funds in the Antiguan bank account, aswell as additiond funds il
frozeninthe U.S. In addition, during the course of the proceeding, the district court entered an order
directing the receiver to return to consumers gpproximately $2 million, in the form of checks thet
defendants had received but not deposited.



1 On October 30, 1997, the FTC filed another contempt action againgt Fortuna and al of the individua
defendants except Monique Delgado. The FTC aleged that these defendants had failed to pay the
additiona $2 million required for consumer redress, and that they had failed to provide copies of on-
going solicitations, as required. The FTC dso dleged that the defendants and their lawyer had
misrepresented the effect of the prior consent agreement, stating that Fortuna’ s prior solicitations had
been legal. Hearings on the contempt action were held on Dec. 4 and 17, 1997, and defendants were
ordered to comply with the fina order and make additiona redress payments.

10On June 5, 1998, the Court entered afind contempt order, banning defendants from promoting any
marketing program until their $2.2 million deficiency was paid. The FTC' s redress administrator made
partia paymentsto remaining consumers. Overdl, 15,622 consumers from the U.S. and 70 foreign
countries received approximately $5.5 million in refunds.

http://www.ftc.gov/opal/1996/9605/fortuna.htm (press release - complaint/ TRO)
http://www.ftc.gov/opa/1997/9710/cntmptl.htm (press release - contempt)
http://www.ftc.gov/opa/1997/9702/fortunad.htm (press release - settlement)
http://www.ftc.gov/opa/1998/9807/fortunar.htm (press rel ease - contempt, redress)
http://www.ftc.gov/ro/fortuna.htm (web site - summary of actions)

Cases with multiple forms of advertising, including online solicitations

13.  FTCv. Chappie (Infinity Multimedia), No. 96-6671-CIV-Gonzaez (S.D. Fa filed June 24,
1996)

I Defendants: William B. Chappie; Joseph A. Wentz; Quaity Marketing Associates, Inc.; and Infinity
Multimedia, Inc. X(24)

I Defendants promoted a CD-ROM display rack business opportunity at franchise and business
opportunity shows, in newspaper advertisements, and through a site on the World Wide Web.
An ex parte complaint charged violations of 8§ 5 of the FTC Act and the Franchise Rule.

10On June 25, 1996, the Court entered an ex parte TRO againg the defendants, including an asset
freeze and the gppointment of areceiver. On Jduly 2, 1996, the recelver placed anotice on Infinity’s
home page, advisng of the FTC' s action and linking to further information on the FTC' s Web site.

1 On January 15, 1997, the Court entered a stipulated permanent injunction that provided $340,000 for
consumer redress, dissolved the two corporate defendants, and barred Joseph Wentz from engaging in
the sdle of any future franchise or business opportunity. On Nov. 7, 1998, the FTC announced a
settlement with remaining defendant William Chappie. The settlement required Chappie to pay $70,000
in consumer redress and permanently banned him from sdlling or assisting othersin sdling business
ventures in the future.



http://www.ftc.gov/opa/1996/9606/infinity.htm (press release - complaint/ TRO)
http://www.ftc.gov/opa/1996/9609/infinit3.htm (press release - settlement Infinity, Quality, Wenz)

http://www.ftc.gov/opa/1998/9811/chappie.htm (pressrelease - settlement Chappie)
14.  Zygon International, Inc., Docket No. C-3686 (consent finalized Sept. 24, 1996)
I Respondents: Zygon Internationd, Inc. and Dane Spotts. X(26)

I Respondents marketed consumer products such as the "Learning Maching" and the " SuperMind,”
which purportedly accelerated learning and enabled users to lose weight, quit smoking, increase their
1.Q., and learn foreign languages overnight. Respondents advertised through nationd publications, a
mail-order catalog, and a home page on the Internet.

1 The FTC aleged that the respondents lacked substantiation for their product clams. The
Commission’s action was the result of a coordinated investigation by the FTC, the Attorneys Generd of
[llinois, Pennsylvania, Texas, and Washington, and the Digtrict Attorney of Napa County, Cdifornia.

1 On September 24, 1996, the Commission finalized an administrative consent order in which Zygon
agreed to pay $195,000 in redress and refrain from making unsubstantiated hedlth clams.

http://www.ftc.gov/opal/ 1996/9604/zygon.htm (press rel ease - proposed consent)
http://www.ftc.gov/opal 1996/9609/petapp56.htm (press rel ease - final consent)

I nternet cases from Operation Missed Fortune

15. FTC v. TheMentor Network, Inc., Civ. No. SACV96-1104 LHM (EEXx) (C.D. C4dl. filed
Nov. 5, 1996)

I Defendants. The Mentor Network, Inc. and Parviz Firouzgar. X(28)

1 Starting in July 1995, defendants operated an dleged pyramid scheme. Consumers paid $24 to join,
and $30 a month thereafter (for aminimum of one year), of which $7.50 was to be paid to a bona fide
charitable organization that asssts needy children in foreign countries and $15 was to be paid to
consumers as recruitment bonuses. Defendants' stated that consumers who recruited only three new
members could earn thousands of dollars per month. Defendants marketed their program through
participants Web pages, as well as through other means. At least 2,300 consumers subscribed, paying
over $110,000 per month.

T On November 5, 1996, the FTC filed an action againgt defendants, adleging violations of 8 5 of the
FTC Act. The complaint aleged that defendants misrepresented that consumers would receive a high

8



level of income from participating in their program, and that defendants provided participants with the
means and ingrumentdities of deception, in the form of promotiona materids used in recruiting new
participants. On November 6, the Court granted an ex parte Temporary Restraining Order freezing the
defendants assets and gppointing atemporary receiver to manage the company. On December 4, the
parties stipulated to issuance of a preliminary injunction and appointment of a permanent receiver.

10n January 22, 1997, staff reached a settlement with defendants, which prohibited them from operating
achain or pyramid program, prohibit making fase earnings claims and required payment of $75,000 for
consumer redress. Following gpprova by the Commission, the settlement was filed on March 17, and
entered by the Court on March 25, 1997.

http://www.ftc.gov/opa/1996/9611/misdfort.htm (press release - sweep)
http://www.ftc.gov/opa/1997/9703/mentor2.htm (press rel ease - settlement)

16. FTCv. Global Assistance Network for Charities, Civ. No. 96-02494 PHX RCB (D. Ariz.
filed Nov. 5, 1996)

1 Defendants; Global Assistance Network for Charities, aka GANC; Eileen Belcar; and Cedrick
Robles. x(31)

I Starting in March 1996, defendants adlegedly operated a pyramid scheme that purported to raise
money for charities. Consumers paid an initid fee of $70, and $50 a month theresfter for membership.
Defendants promotional materias claimed that consumers would receive over $39,000 per month once
their matrix wasfilled. Defendants dso claimed that 10% to 100% of the earnings would be donated to
charities. Defendants marketed their program on a Web site aswell as through other media. 1n October
1996, defendants estimated membership at 200 people.

T On November 5, 1996, the FTC filed an action againgt defendants, aleging violations of 8 5 of the
FTC Act. The complaint dlegesthat defendants representations that consumers would receive over
$89,000 per month, and that consumers would receive afull refund if they did not make a profit, were
deceptive. On the same day, the Court granted an ex parte Temporary Restraining Order, which among
other things, prohibited the defendants from continuing to market GANC, froze the defendants assets
and required the defendants to provide accessto their business records. On November 14, 1996, the
Court issued a preliminary injunction order which extended relief Smilar to that contained in the TRO for
the duration of the action.

10n April 24, 1997, the Court entered a stipulated fina order, requiring defendants to pay $4,900in
consumer redress.

http://www.ftc.gov/opa/1996/9611/misdfort.htm (press release - sweep)
http://www.ftc.gov/opal/1997/9705/ganc.htm (press rel ease - settlement)



The cases of the hijacked modem
17.  FTCv. Audiotex Connection, Inc., CV-97-0726 (E.D.N.Y. filed Feb. 13, 1997)

I Defendants: Audiotex Connection, Inc.; Promo Line, Inc.; Internet Girls, Inc.; William Gannon; and
David Zeng. X(36)

I Defendants maintained adult entertainment sites at www.beavisbutthead.com, www.sexygirls.com, and
www.ladult.com. The Commission dleged that consumers who visited one of these sites were solicited
to download a viewer program, called “david.exe,” in order to view “free” images. Once downloaded
and executed, the program disconnected the computer from the consumer’s own access provider, turned
off the consumers modem speskers, dided an internationa telephone number and reconnected the
computer to aremote foreign site. The internationa call was charged to consumers at more than $2 per
minute, and charges kept accruing until the consumer shut down his computer entirdly. Consumers
received telephone hills for cals purported made to Moldova, when those cals actualy went only asfar
as Canada.

1 0On February 13, 1997, the FTC filed a complaint against defendants, dleging violations of § 5 of the
FTC Act. The Court entered an ex parte Temporary Restraining Order with a freeze over defendants
asets. On February 21, defendants stipulated to a preliminary injunction and placed $1 million in
escrow for potentia redress.

I The defendants agreed to ettle the suit, and the Commission filed an amended complaint and a
proposed consent agreement with the Court on November 4, 1997. The amended complaint added
Internet Girls, Inc. as a defendant and dropped Anna M. Grdla, the estranged wife of William Gannon.

I The Court signed the proposed settlement agreement on November 13, 1997. The order barred the
defendants from misrepresenting that consumers can use certain software programs to view computer
images for free, from offering cals connected through the Internet without posting specific disclosures,
and from causing consumersto be billed for cals to destinations other than those listed on their tlephone
bills. The order required the defendants to receive written or contractua assurances from third parties
that consumers cdlswill go to the destinations billed. The order aso provided for most consumers to
receive telephone credits through AT& T or MCI.  The defendants (together with the Beylen
respondents listed below) paid the two long-distance carriers approximately $760,000 to administer a
redress program, in addition to paying the FTC $40,000 to refund lossesincurred by non-AT& T or non-
MCI customers. In this case and Beylen Telecom, Ltd., described below over 27,000 victims who
could be identified received back full redress totding $2.14 million.

http://www.ftc.gov/opal/1997/9702/audiotex.htm (press rel ease - complaint/ TRO)
http://www.ftc.gov/opa/1997/9711/audiot-2.htm (press rel ease -settlement)
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18. Beylen Telecom, Ltd. Docket No. C-3782 (find consent Jan. 23, 1998)
I Respondents: Beylen Telecom, Ltd., NiteLine Telemedia, Inc. and Ron Tan X(39)

1 In acompanion caseto FTC v. Audiotex Connection, Inc., respondents maintained adult
entertainment Web sites at www.erotic2000.com or erotica2000.com. According to the Commisson,
consumers who visited one of these sites were solicited to download aviewer program “david.exe’ in
order to “free” images. Again, the program disconnected the computer from the consumer’s own access
provider, turned off the consumers modem speakers, diaded an internationd tel ephone number and
reconnected the computer to aremote foreign site. The international call was charged to consumers at
more than $2 per minute, and consumers received telephone bills for calls purported made to Moldova,
when those calls actudly went only asfar as Canada.

I The respondents settled the action through an adminidirative consent order containing terms
ubgtantidly smilar to thosein the Audiotex order. On Nov. 4, 1997, the Commission issued a
proposed settlement and after a public comment period, the Commission issued afina complaint and
consent order on January 23, 1998.

http://www.ftc.gov/opa/1997/9711/audiot-2.htm (press rel ease -proposed consent)
http://www.ftc.gov/opa/1998/9802/petapp8.htm (press release -final consent)
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Cases involving Commercial On-line Services. deceptive advertising and billing practices

19.  AmericaOnling, Inc., FTC File No. 952-333L1 (fina consent Mar. 28, 1998)
20. CompuServ, Inc., FTC File No. 962-3096 (final consent Mar. 28, 1998)
21.  Prodigy Services Corp., FTC File No. 952-3332 (fina consent Mar. 28, 1998)

I Respondents: America Online, Inc. (AOL), CompuServ, Inc., and Prodigy Services Corp. X(42)

1 Respondents made “freetrid” offersto consumers, but according to the FTC, did not adequately
disclose that consumers would automaticaly be charged if they did not affirmatively cancel before the end
of thetrid period. Respondents also alegedly debited consumers bank accounts without proper
authorization.

10n May 1, 1997, the Commission approved for public comment separate consent agreements with the
companies. On March 28, 1998, the Commission findized these consent orders. The orders prohibit
the respondents from misrepresenting the terms and conditions of any online servicetrid offer. The
consent order with AOL aso requires clear disclosures regarding any eectronic fund transfers from
consumers accounts.

http://www.ftc.gov/opa/1997/9705/online.htm (press release - proposed consent)
http://www.ftc.gov/opal1998/9803/petappl7.htm (press release - final consent)

Casesfrom Project Field of Schemes

22. FTC v. JawelWay International, Inc., Action No. CV97-383 TUC MR (D. Ariz. filed June
24, 1997)

I Defendants. JewelWay Internationd, Inc., Bruce A. Caruth, Robert J. Charette, Jr., Donilyn A.
Wadden, Greg G. Stewart, and two relief defendants. X(47)

I Defendants ran an dleged pyramid scheme viaa Web site and through group presentations, offering
consumers the chance to earn up to $2,250 aweek plus bonuses for the purchase of expensive homes,
automohiles, and vacetions, by participating in a purported multi-level marketing scheme to sdll fine
jewdry. Consumers paid $250 to $2,750 or more and then had to recruit at least two new Jewel Way
representatives.

1 0On June 24, 1997, the FTC filed a complaint aleging the pyramid scheme was deceptive, in violation
of the FTC Act, and the Court entered an ex parte TRO and appointed areceiver. Defendants
Sipulated to a preiminary injunction.

12



1 On November 17, 1997, the Court approved a stipulated permanent injunction and final order. The
order requires a payment of $5 million in redress for approximately 150,000 investors. The order
prohibits al defendants and JewelWay representatives from operating any pyramid schemes and requires
the defendants to establish a product re-purchasing program.

http://www.ftc.gov/opa/1997/9707/field.htm (press rel ease - sweep)
http://www.ftc.gov/opa/1997/9707/field2.htm (case digest -sweep)
http://www.ftc.gov/opa/1997/9711/jewel-2.htm (press rel ease - settlement)

23. FTCv. Rocky Mountain International Silver and Gold, Inc., Action No. 97-WY-1296 (D.
Colo. filed June 23, 1997)

I Defendants: Steve Lucas and Jansey Lynn Lucas, d/lb/a Rocky Mountain Internationd Silver and GafiéD)

1 According to the FTC, defendants ran a pyramid scheme viaa Web site and through group
presentations, offering consumers the chance to “put as much siver, gold, platinum and cash in your
pocket in the shortest amount of time asis humanly possiblel” and promising high incomes and money-
back guaranteed success. In fact, members earn income solely by recruiting others, not by sdlling silver
coins, and they cannot obtain refunds upon request.

10On June 23, 1997, the FTC filed a complaint dleging the pyramid scheme was deceptive, in violaion
of the FTC Act. The Court entered an ex parte TRO and appointed areceiver. Defendants stipulated to
aprediminary injunction. Discovery and litigation continues.

http://www.ftc.gov/opa/1997/9707/field.htm (press rel ease - sweep)
http://www.ftc.gov/opa/1997/9707/field2.htm (case digest -sweep)

24.  FTCv. Dayton Family Productions, Inc. CV-S-97-00750-PMP (LRL)
(D. Nev. filed June 27, 1997)

I Defendants: Dayton Family Productions, Inc., J. J. Dayton Associates, Inc., High Voltage Pictures,

Inc. a&a High Voltage Entertainment, John Rubbico, John lavarone, Glen Burke, Ignacio Jmenez, Kevin
Roy, Fred Davidson, American Family Productions, Inc., American Family Consultants, Inc., Reunion
Management, Inc., Icon Management Services, Inc., Aztec Escrow, Inc., Raymond Filog, and Richard
S. Hart. X(65)

I Through telemarketing, an Internet Web dite, and other promotions, defendants alegedly solicited
consumersto invest in two generd partnerships that would fund low-budget, family films being produced
by Lyman Dayton. According to the FTC, defendants diluted each investor’ s promised stake by raising
more money than they represented. Also, defendants alegedly misrepresented that could expect a 500
percent return and that Dayton had previoudy won severa specified awards.

13



10On June 27, 1997, the FTC filed suit dleging violations of the FTC Act and the Telemarketing Sales
Rule and the Court granted the FTC’'s motion for an ex parte Temporary Restraining Order with an
asst freeze. In duly 1997 the Commission filed an amended complaint, naming additiona defendants,
and obtained litigated or stipulated preliminary injunctions againgt al defendants.

I The Commission obtained default judgments against Rubbico, Hart, and Davidson, and a settlement
with defendant Filog, prohibiting him from making future misrepresentations about investments. On Oct.
1, 1998, the Court gpproved a Stipulated find judgment against High Voltage Fictures, Inc., High
Voltage Entertainment, Inc., J.J. Dayton Associates, Inc., and Aztec Escrow, Inc. and four individuals.
The order bans the individuds— lavarone, Burke, Jmenez, and Roy — from future telemarketing
activity. It dso prohibits the sde of any customer lists and requires payment of $19,500 in disgorgement,
subject to a$1 million avalanche clause if defendants materialy misrepresented their financid condition.
On Apr. 10, the Court approved the Commission’s motion to dismiss American Family Consultants, Inc.
and Reunion Management Partners, Inc. as defendants.

http://www.ftc.gov/opa/1997/9707/field2.htm (press release - sweep)
http://www.ftc.gov/opa/1998/9810/dayton-2.htm (press rel ease - settlement)

25. FTC v. Intellicom Services, Inc., Action No. 97-4572 TIH (Mcx)(C.D. Cal. filed June 23,
1997)

I Defendants. Intellicom Services, Inc. d/b/a Intellicom Group, Connectkom Services, Inc., Enternet
2000, Inc., World Net Development Group, Inc., Riviera Consulting, Inc., Granite Consulting, Inc.,
Brookside Management, Inc., Mediatech, Inc., American Long Distance Corp., Networld Consulting,
Inc., Perspective Conaulting, Inc., All Adminigtrative Services, Inc., Progtaff Adminigrators, Inc.,
Support Staff Adminigtrators, Inc., Frontline Consulting, Inc., Marc D. Levine, Iraltskowitz, Mark
Ericson, Paul Perdman d/b/a Connectkom Group, Mark V. Nachamkin alk/a Mark Nash and d/b/a
Enternet Communications, James C. Q. Slaton d/b/a Home Net Partners, Timothy D. Grayson, David Z.
Diamand, Eugene Evangdist, Kent Ballenbach, Brent Morris, and Erica Llanos. 0(92)

Relief Defendants: Dixon Capitd Corporation; Greg Harrington; Chad Harrington (dismissed 3/99); T.L.
Laidlaw (dismissed 3/99); and James M. Leonard.

I Defendants purportedly ran a fraudulent scheme promoting and selling generd partnership interestsin
high-technology businesses, promising enormous profits in ventures such as Internet access and Internet
shopping mdls.

10On June 23, 1997, the FTC filed a complaint againg twelve individua defendants and numerous
corporations. The Court entered an ex parte TRO and agppointed areceiver. The Court granted a
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preliminary injunction againg eeven of the individud defendants on July 14 and againg the twelfth on July
21, 1997.

I From Dec. 1998 through Feb. 1999, the Commission gpproved settlements with most of the individua
defendants. Thesefind settlements included over $24 million in monetary judgements, separately
assesed asfollows: Mark Levine & Iraltskowitz, $11.178 million jointly and severdly; Mark Ericson
$834,147; Mark Nachamkin $4,550,426; Paul Perelman $1,305,598; Eugene Evangelist $1,556,000;
Timothy Grayson $1,825,800; Brent Morris $2,258,000; Erica Llanos $76,811; David Diamand
$521,549; James Slaton $90,000. The Commission also settled its action with Frontline Consulting.
The settlements listed above included telemarketing bans againgt Frontline and dl of the individuas
defendants except David Diamand. Diamand gtipulated to a complete ban on investment sdes. The
Commisson moved to dismisstwo relief defendants and settled its suit with three other relief defendants.
The Commisson’s mation for summary judgment is gill pending againgt one individua, Kent Bollenbach,
and motions for default judgment are pending againgt the fourteen remaining corporate defendants.

http://www.ftc.gov/opa/1997/9707/field.ntm (press rel ease - sweep)
http://www.ftc.gov/opa/1997/9707/field2.htm (case digest -sweep)
http://www.ftc.gov/opa/1999/9901/intell.htm (press release - settlement)

Coordinated U.S./Australian action against deceptive domain name registrar
26. Internic.com (August 27, 1997)
Audrdian Defendants. Internic Technology Pty Ltd and Peter Zmijewski X(94)

I Defendants operated a Web ste that dlegedly mided consumers into thinking they were using the
officid domain name regidration service “InterNIC,” & www.internic.net. The bona fide InterNIC was
operated by Network Solutions, which had an exclusive contract with the U.S. government to issue
Internet domain names. Audrdia-basad Internic Technology Pty Ltd and Peter Zmijewski dlegedly
operated a copy-cat Internet Site at www.internic.com. Asmany as 13,000 consumersin 9 countries
signed up for their domain names with the copy-cat site, paying $250 instead of the $100 normally
charged for Internet registrations. The defendants alegedly forwarded $100 to Network Solutions and
pocketed the difference.

10n August 27, 1997, FTC staff issued an advisory opinion stating that the practices of Internic.com
likely violated the FTC Act. The staff referred the case to the Australian Competition and Consumer
Commission, which filed charges in Federal Court in Austrdiaon May 1, 1998 dleging deceptive and
mideading conduct. The ACCC charged that consumers who used the copy-cat Ste were deceived into
believing they were using the services provided by InterNIC.

15



1'In June 1999, the ACCC and the defendants reached a settlement that set up a compensation trust fund
containing $A 250,000 (approximately $161,000 U.S.) for consumer redress and barred the Australia-
based company from using the internic name.

http://www.ftc.gov/opa/1997/9708/internic.pr3.htm (press rel ease -advisory |etter)
http://www.ftc.gov/opa/1998/9805/accc.htm (press release - ACCC complaint)
http://www.ftc.gov/opa/1999/9906/interni1.htm (press rel ease -ACCC settlement)
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Deceptive promotion of a health product with a natural " high"

27.  Global World Media Corp. and Sean Shayan, Docket No. C-3772 (consent finalized Oct. 9,
1997)

I Respondents: Globa World Media Corp. and Sean Shayan. X(96)

I Respondents marketed Herba Ecstasy, a dietary supplement product promoted as a natura herbal
"high," in media, including the Internet, with large youth audiences. Respondents dlegedly made fase
claims about the product’ s safety, used endorsements of afictitious doctor, and failed to disclose other
hedlth and safety risks.

1 On October 9, 1997, the Commission issued afina consent order, barring respondents from making
fase or unsubstantiated claims about food, drugs, or dietary supplements and requiring the respondents
to disclose certain warnings.

http://www.ftc.gov/opa/1997/9707/ecstacy.htm (press rel ease - proposed consent)
http://www.ftc.gov/opal1997/9710/petapp54.htm (press rel ease - final consent)

Another Internet pyramid scam, thistime with “ spam”
28. FTCv.NiaCano, et al., Civil No. 97-7947-CAS-(AJWX) (C.D. Cal. filed Oct. 29, 1997)

I Defendants: Nia Cano d/b/a Credit Development Int’| and Drivers Seat Network; Charles Johnson,
Jaime Martinez, Jelena Tkalec, Robert Larson, David Lewis, and Bryan McCord. X(103)

Rdief Defendant: Leaders Alliance, Inc.

1 The FTC aleged that defendants ran a pyramid scheme and falsely promised consumers an unsecured
VISA or MagterCard and the opportunity to receive $18,000 in monthly income. The defendants
purportedly recruited new members a live sdes presentations. Many participants built their downline
through unsolicited bulk e-mail (“spam”).

1 On October 29, 1997, the FTC filed a complaint against the defendants. The Court entered an ex
parte TRO, ordered a freeze on the defendants’ assets, and appointed a receiver to oversee the
defendants business. On November 20, 1997, the Court held a contested hearing to determine whether
aPrdiminary Injunction should issue. The Court found that a Preliminary Injunction should issue and that
the asset freeze and receivership should remain in place.
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TIn April 1998, the Commission asked leave to file an amended complaint, adding Jeena Tkalec, Robert
Larson, Bryan McCord and David Lewis as defendants.

1 On June 26, 1998, the Court approved proposed settlements between the Commission and the
corporate defendants and individual defendants Nia Cano, Charles Johnson, and Bryan McCord. The
Settlements provide nearly $2 million in consumer redress, enjoin the defendants from operating pyramid
or Ponzi schemes, and liquidate the businesses involved in the dleged scheme. The Court approved
settlements with individuals Tkalec and Lewis on Oct. 14, 1998 and on March 17, 1999, the Court
approved the Receiver's redress plan.

http://www.ftc.gov/opa/1997/9711/cdi.htm (press release - complaint/TRO)
http://www.ftc.gov/opa/1998/9804/ petapp24.htm (press rel ease - amended complaint)
http://www.ftc.gov/opa/1998/9806/cano2.htm (press rel ease - settlement Cano, Johnson, McCord)

Thefirst action targeting deceptive “ spam”

29.  FTCv. Internet Business Broadcasting, Inc., et al., Civil No. WMN-98-495 (D. Md. filed
February 19, 1998)

I Defendants: Thomas Maher, Dorian Reed, Audrey Reed, Internet Bus. Broadcasting, Inc. x(107)

I Defendants gpam messages and Internet home page dlegedly contained false and mideading income
clamsfor their business opportunity to resdl advertisng space on their “ City Edition” Internet newspaper
stes. Defendants dso dlegedly failed to give disclosures to investors, as required by the Franchise Rule.

1 On February 19, 1998, the FTC filed its complaint againgt the defendants and requested permanent
injunctive rdlief and consumer redress.

10On April 19, 1999, the Court entered a default judgment against defendants Dorian and Audrey Reed
in the amount of $613,110. The Court gpproved the FTC' s voluntary dismissal, without prejudice, of
alegations againgt defendant Thomas Maher. (Staff was unable to locate Maher to effectuate persond
sarvice, and service by publication was not feasible).

http://www.ftc.gov/opa/1998/9803/ibb.htm (press rel ease- complaint/ TRO)
A credit repair scam, with “ spam”

30. FTCv. Dixie Cooley, d/b/a DWC, Civil No. CIV-98-0373-PHX-RGS (D. Ariz. filed March
4, 1998)
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I Defendant: Dixie Cooley. x(108)

I Defendant sent out spam promoting a credit repair service, which the Commission aleged violated the
FTC Act and the Credit Repair Organizations Act (* CROA”).

10n July 22, 1998, the Commission moved for adefault judgement, and the Court entered afina order
on August 19, 1998. The order permanently bans Ms. Cooley from engaging in or asssting others
engaged in the business of credit repair services and prohibits her from violating CROA and
misrepresenting any fact concerning her ability to perform or provide any credit-related services or
products for consumers, including debt consolidation, obtaining or arranging loans, or arranging any
extenson of credit, and from misrepresenting any fact materid to a consumer's decison to purchase any
product or service. Dixie Cooley was ordered to pay $15,451.75 in redress.

http://www.ftc.gov/opa/1998/9810/operaset!-3.htm (press release- final judgment)
Project Net Opp: I nternet-related business opportunity scams

3L FTC v. Hart Marketing EnterprisesLtd., Inc., et al., Civil No. 98-222-CIV-T-23E (M.D.
Fa. filed February 2, 1998)

I Defendants. Hart Marketing Enterprises Ltd., Inc., Internet Space Station, Four Seasons Digtributing,
Inc., James Weems, Robert Lemcke aka Mark Walker, and Edward Patrick Evans aka Peatrick Evans
aka Edward Adams, and Bruce Blaire. x(115)

I Defendants promoted and sold free-standing computer kiosks with cash acceptors designed to alow
customers to access the Internet, for afee, from public locations such as hotels, airports or bookstores.
Defendants alegedly made fase earnings claims and gave phony references, in violation of the FTC Act,
and dlegedly failed to give disclosuresin violation of the Franchise Rule.

1 0On February 3, 1998, the Court entered an ex parte TRO, and on March 20, 1998, the Court entered
adipulaed preiminary injunction.

1 0On August 26th, 1998, the Court entered a default judgment againgt defendants Hart Marketing,
Internet Space Station, and Four Seasons Digtributing in the amount of $872,882.95. On December 17,
1998, the Court entered a default judgment againgt defendant Lemcke in the amount of $872,882.95.
On January 13, 1999, the Court entered stipulated final judgments againgt defendants James Weems,
Bruce Blair, and Petrick Evans.

http://www.ftc.gov/opa/1998/9803/netopp.htm(press release - complaint/TRO)
http://www.ftc.gov/opa/1999/9901/hart2.htm(press release - final orders)
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32. FTC v. TouchNet, et al., Civil No. 98-0176 R (W.D. Wash. filed February 11, 1998)

I Defendants. TouchNet, Inc., Touchstone Telecommunications & Advertising, Inc., Eric Carino, and
Malissa Carino. x(119)

I Defendants dlegedly promised investors $15,000 amonth as an “Internet Consultant,” designing Web
pages for busnesses to gppear in defendants “World Virtua City.” Defendants previoudy sold allegedly
deceptive 900 number and prepaid phone card business ventures.

10On February 18, 1998, the Court entered a stipulated temporary restraining order. On June 29, 1998,
the Court entered a tipulated permanent injunction, banning defendants from operating any business
opportunity, franchise or business venture; enjoining collection of any amounts due from purchasers, and
requiring defendants to notify them that their contracts are rescinded.

http://www.ftc.gov/opa/1998/9803/netopp.htm(press release - complaint/TRO)
http://www.ftc.gov/opa/1999/9901/hart2.htm (press release - settlement)

33.  FTCv. FutureNet, et al., Civil No. 98-1113GHK (AlJx) (Filed February 17, 1998)

I Defendants. FutureNet, Inc., FutureNet Onling, Inc., Alan J. Setlin, Robert DePew, Larry Stephen
Huff, Chris Lobato, and David Soto. X(126)

I Defendants clamed recruits could earn subgtantia incomes by joining a multilevel marketing program
sling Internet access devices, but according to the Commission, defendants ran anillegd pyramid,
where income was dependent not on product sales but on recruitment of paying members “downline.”

1 On February 23, 1998, the Court issued atemporary restraining order freezing defendants assets and
appointing areceiver for the corporate defendants. On March 6, 1998, the Court issued a preliminary
injunction continuing the TRO's provisons

10n April 8, 1998, adtipulated fina judgment was filed, banning the corporate defendants and two
individua defendants from operating pyramid schemes and selling digtributorships through multi-level
marketing; ordering payment of $1,000,000 in consumer redress, and requiring a bond of $100,000 to
$1,000,000, to escdate as sales grow, before engaging in any multi-level marketing.

10n Nov. 24, 1998, Larry Stephen Huff agreed to settle alegations against him. The proposed
settlement would bar him from participating in future pyramid schemes and any form of multi-level
marketing. Based on Mr. Huff’ sfinancia disclosures, no consumer redress was ordered. However,
should those financid disclosure satements prove to be fase, an avalanche clause would make Huff
liable for $21 million in consumer redress.
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1 0On Dec. 22, 1998, the Commission announced settlements with the two remaining defendants, Robert
De Pew and David Soto. The settlements bar them from: participating in any future pyramid schemes;
misrepresenting sales, earnings or other materia facts about products or services they sdll; selling eectric
power or other energy services without meeting licensing and regidtration requirements; and participating
in any multi-level marketing program owned, operated or controlled by the other FutureNet principals.
Both defendants also are required to obtain $1 million performance bonds before engaging in future
multi-level marketing. If ther financid disclosure statements are shown to be false, they dso will face a
$21 million judgment.

http://www.ftc.gov/opa/1998/9803/netopp.htm(press release - complaint/TRO)

http://www.ftc.gov/opal/1998/9804/futurenet.htm (press release - settlement w FutureNet)
http://www.ftc.gov/opa/1998/9811/huff.htm (press release - settlement w Huff)
http://www.ftc.gov/opa/1998/9812/depew.htm (press release - settlement w DePew, DeSoto)

34.  FTCv.Inetintl.com, Inc., et al., Civil No. CV 98-2140 CAS (CWx) (C.D. Cd. filed March
25, 1998)

I Defendants: Inetintl.com, Inc. aka Inet International, Craig A. Lawson aka Bob Bryan, Erik R.
Arnesen, and Stanley R. Goldberg aka Geoff Stevens. x(130)

I Defendants ran an Internet access business opportunity, in which investors sold Internet access and
other computer-related products and servicesto the public. Defendants alegedly made fase earnings
clams and used phony references, in violation of Section 5, and dlegedly failed to make disclosures
required by the Franchise Rule.

1 0On March 26, 1998, the Court issued atemporary restraining order freezing defendants assets and
appointing areceiver over the corporation and defendant Lawson.

I The FTC moved for summary judgment againgt the defendants, and on May 11, 1999 announced that
the Court had found in favor of the Commission. The Court barred Inet, Goldberg, and Lawson for life
from offering for sde any business venture, franchise or investment opportunity. The Court ordered
Arneson to post a performance bond in the amount of $250,000 before advertising, promoting, or salling
franchises, business ventures, or investment opportunities in the future. The Court aso ordered total
consumer redress of $1.76 million, $478,088 of which isto be paid by Goldberg. Goldberg has
gppedled the Court's decision. Lawson isafugitive and awarrant has been issued for his arrest.

http://www.ftc.gov/opal/1998/9804/inet.htm (press release - complaint/prelim inj)
http://www.ftc.gov/opa/1999/9905/inet12.htm (press release final judgment)
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35.  FTCv. GreenHorse Communications, Inc., Civil No. CV-98-245-M (D.N.H. filed May 4,
1998)

I Defendants. GreenHorse Communications, Inc. and Lynn Haberstroh. X(132)

I Defendants represented that investors who paid $14,000 to $15,000 could earn as much as $134,992
within their first year of operating an Internet Web ste development business.

I Defendants dllegedly failed to provide prospective franchisees with the disclosure documents required
by the Franchise Rule and failed to subgtantiate earnings clams.

10n May 4, 1998, the Court approved a settlement which bars defendants from future violations of the
Franchise Rule; requires them to offer refunds and contract cancellation to any investor in the business
opportunity; and bars them from selling, renting or transferring their customer lists or informetion about
their customers.

http://www.ftc.gov/opal/1998/9805/greenhorse.htm (press release - complaint/settlement)
Thefirst action against an online auction seller
36. FTC v. Craig Hare, Civil No. 98-8194 CIV HURLEY (M.D. Ha filed March 30, 1998)

I Defendants. Craig Lee Hare aka Danny Hare, dba Experienced Designed Computers and C&H
Computer Services x(133)

Reief defendant: Stephanie J. Herter aka Stephanie Branham.

I Defendant Hare ran an online auction where the winning bidders paid for, but alegedly never received,
their goods from Hare; relief defendant deposited checks endorsed by Hare.

10n April 2, 1998, the Court issued a temporary restraining order with asset freeze. On June 16, 1998,
the Court approved the parties’ stipulation to an extended, modified TRO.

1 On October 12, 1998, the Court approved a stipulated fina order, permanently banning defendant
Hare from engaging in Internet commerce.

1 The FTC referred the Hare case to the FBI in West PAm Beach Florida and the U.S. Attorney for the
Southern Didrict of Horida. On February 12, 1999, after pleading guilty to one count of crimina wire
fraud, Hare was ordered to pay $22,000 in regtitution and sentenced to six months home detention and
three years probation.
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http://www.ftc.gov/opa/1998/9804/hare.htm (press release - complaint/ TRO)
http://www.ftc.gov/opa/1999/9902/hare3.htm (press release - criminal plea)

" Spam" advertising a high-tech chain letter (pyramid)

37.  Kalvin P. Schmidt, Docket No. C-3834 (fina consent Nov. 16, 1998)

I Respondent: Kalvin P. Schmidt d/b/a DK S Enterprises, DS Productions, DES Enterprises, www.mkt-
americacom, and www. mkt-usa.com. x(134)

1 Respondent’ s Web sites and "spam™ e-mail messages promoted "Mega$Nets' and "Megaresource,”
According to the Commission these were high-tech chain letter software programs, whereby a consumer
who sent money to persons on the top of alist of names would receive "access codes’ from those
persons, enabling the consumer to "unlock” the software, delete the last name on the ligt, add the
consumer’ s own name to the top, and duplicate the software.

1 Respondent alegedly made false and unsubstantiated earnings claims through this pyramid or chain
marketing program, in which most participants typicaly lose money, and aso alegedly provided others
with the means and ingrumentdities to perpetuate this unlawful scheme.

1 On November 16, 1998, a consent agreement with respondent became find. The consent order bars
him from participating in eectronic chain letters, pyramid programs, or Ponzi schemes, assisting or
providing others the means to do so, or making earnings clams without substantiation.

http://www.ftc.gov/opa/1998/9807/meganet.htm (press release - final consent)
A fake government agency

38.  U.S Consumer Protection Agency, Civil No. 5:98cv00160 (N.D. Fla filed June 8, 1998)

I Defendant: Robert M. Oliver, d/b/aU.S. Consumer Protection Agency and Consumer Protection
Agency of Bay County. X(135)

I Defendant alegedly violated Section 5 of the FTC Act by fdsdy representing earnings to individuals
interested in owning and operating aloca consumer protection agency franchise. Defendants also
dlegedly violated the law by daming their franchise was a government agency, and by failing to make
disclosures required by the Franchise Rule.
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IInadipulated fina judgment signed on November 25, 1998 by the Court, Robert Oliver was
permanently enjoined from violating the FTC Act in connection with the offering, promation, and sde of
franchises and in connection with the sdle of "consumer protection” services. The order so permanently
enjoins Oliver from violaing the Franchise Rule.

http://www.ftc.gov/opa/1998/9812/cliver.htm (press release - complaint/settlement)

An investment scam from Project Risky Business

39. FTCv.World Interactive Gaming Corp., Civil Action No. CV 98 5115 (E.D.N.Y. filed
August 11, 1998).

I Defendants: World Interactive Gaming Corp., Jeffrey Burton, and Lawrence Blocker, d/b/a James
Lawrence and Associates, and Gregory Flemming. 0(139)

I Defendants telemarketed shares in an Internet gambling casino, Golden Chips Casino, tdling investors
profitability would mimic "Microsoft, Netscape and Y ahoo." The FTC dleged that they mided
consumers by claiming that World Interactive should ‘conservatively' earn $100 million in itsfirst year and
that investors could expect to make $150,000 or more in one year from their $10,000 investment.

10n August 17, 1998, the Court heard the FTC's request for atemporary restraining order. On
September 23, 1998 the FTC amended its complaint adding Gregory Flemming as a defendant.
Defendants entered into a stipulated preliminary injunction on Sept. 9, 1998. In December 1998, the
Commission filed amotion for contempt. After 4 separate hearings, the contempt motion was settled on
April 23, 1999.

1 A proposed proposed settlement will bar deceptive claims in the future, require more than $500,000 to
be returned to investor-victims, and require the defendants to post a $2 million bond prior to engaging in,
or assisting others engaging in, the promation, advertisng, marketing or sde of an invesment in any
company that owns or intends to own an online gaming entity.

I Bohemia, New Y ork based World Interactive Gaming Corp. and its principas, Jeffrey Burton and
Lawrence Blocker, d/b/al James Lawrence and Associates, were parties to the settlement.

I |n addition to the $550,000 consumer redress and $2 million bond requirements, the proposed
settlement, which requires the court's gpprova, would bar Burton and Blocker from misrepresenting the
nature and quality, likely return, associated risk or other any other materid facts regarding any
investment. The settlement bars the use of diases and bars the defendants from selling, renting or
disclosing their customer list. The proposed order imposes ajudgment of $1.8 million suspending
payment of al but $813,049 frozen by the court in conditiona settlement of the judgment, based on
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financid declarations provided by the defendants. Of the $813,049, $550,000 will be available for
consumer redress. Should the court find that the defendants misrepresented their financid dtuations, the
entire $1.8 million becomes due. A separate proposed default judgment against another defendant,
Gregory Hemming, smilarly enjoins him, imposes a $1.8 million judgment, and requires a $2 million bond
before he markets any investment.

I The Commission's vote to gpprove the filing of the proposed consent judgment was 5-0. It and the

proposed default judgment were filed by the FTC in the United States Didtrict Court for the Eastern

Digtrict of New Y ork on November 9, 2000, and are awaiting court approval.
http://www.ftc.gov/opa/1998/9808/risky.htm (pressrelease - complaint/ TRO)

http://www.ftc.gov/opa/1998/9809/petapp5198.htm (press rel ease - amended complaint)
http://www.ftc.qov/opa/2000/11/wig.htm(press release - settlement)

Thefirst Internet privacy case

40.  Geocities, Docket No. C-3849 (final consent Feb. 12, 1999).

I Respondent: GeoCities X(140)
1 GeoCities, one of the most popular sites on the World Wide Web, agreed to settle Federal Trade

Commission charges that it misrepresented the purposes for which it was collecting persona identifying
information from children and adults, in the first FTC case involving Internet privacy.

1 Under the settlement, GeoCities has agreed to post on its Site a clear and prominent Privacy Notice,
telling consumers what information is being collected and for what purpose, to whom it will be disclosed,
and how consumers can access and remove the information. To ensure parenta control, GeoCities dso
will have to obtain parental consent before collecting information from children 12 and under.

http://www.ftc.gov/opa/1998/9808/geocitie.htm (press release - proposed consent)
http://www.ftc.gov/opal/1999/9902/petapp4.99.htm (press release - final consent)

Another deceptive business opportunity

41.  United Statesv. PVI, Inc., Civ. No. 98-6935 (S.D. Fa, filed Sept. 1, 1998)

I Defendant: PVI, Inc., d/b/a Photo Vend International x(141)
1 PV sold business opportunities involving digital photo sticker vending machines. PVI solicited

investors via e-mail, telephone presentations and written promotional materias and dlegedly violated the
Franchise Rule by: (1) failing to provide prospective buyers with timely, accurate and complete disclosure
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documents as required by the Franchise Rule; and (2) making earnings representations without providing
prospective buyers with the required earnings claim document.

I The Department of Justice filed a complaint on behalf of the FTC on Sept. 1, 1998. On September
10, 1999, the court approved a stipulated final order filed by the parties. The order required the
defendant to pay acivil pendty of $11,000 and prohibited the company from future violaions of the
Franchise Rule and from making any fase or mideading statement or representation of materid fact,
including representations relaing to the income, profit, or sdes volume of afranchise.

http://www.ftc.gov/opa/1998/9809/vendup2.htm (press release - complaint)
http://www.ftc.gov/opa/1999/9909/photo-vend2.htm (press release - final order)

More deceptive health claims

42.  American Urological Clinic, et al., Civil No. 1:98-CV-2199 (JOS) (N.D. Ga. filed August 6,
1998).

I Respondents. David A. Brady, American Urologica Corporation, The Ingtitute of Sexual Research,
Inc., The Clinic for Naturd Solutions, Inc., Old Well Corporation (Texas), The Indtitute of Sexud
Research, Ltd., and Old Well Corporation (North Carolina). x(148)

1 Respondents used Internet Web sites and direct mail to market Viagra:like products for $39.45 to
$98.95. They sold their products under the names “Alprostaglandin®,” “The Celldenaphil-pc System,”
“Renagk-pc.” “Ora Phentdomil®,” “Prosta-Gen®©,” “ Testosterone-21,” “Vaegra®,” “Urophil,” and
“VasoGenitine." According to the Commission, the defendants misrepresented that their products had
been deve oped by legitimate medical enterprises and that clinical studies proved that the products
effectively diminated impotence in 68 to 94 percent of men.

I The Commission filed its case on August 3, 1998, and the U.S. Didtrict Court for the Northern Digtrict
of Georgia (in Atlanta) granted the Commisson’s motion for a TRO and a freeze over the assets of
Brady and his companies

10On April 29, 1999, the Court gpproved afind stipulated order againgt the defendants. The settlement
imposes an $18.5 million judgment on the defendants for consumer redress, which they will satisfy by
giving up more than $2 million in frozen assets. The Order prevents them from sdling their customer lists
and requires Brady to obtain a $6 million bond before promoting, offering for sdle, and sdlling any
impotence trestment product. It aso requires him to post a$1 million performance bond for the firgt five
yearsif he makes clams about the performance, safety, efficacy or health benefits of afood, dietary
supplement, or drug other than a product to treat impotence. The performance bond would decrease
after five years and be diminated in the tenth year. Findly, the Order prohibits the defendants from 1)
misrepresenting whether certain organizations have reviewed or gpproved any product or ingredient, 2)
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misrepresenting the nature or extent of the scientific evidence concerning any impotence trestment
product, and 3) making unsubstantiated claims about the performance, safety, efficacy, approva or
health benefits of any food, dietary supplement, or drug.

http://www.ftc.gov/opa/1998/9808/brady.htm (press release - complaint)
http://www.ftc.gov/opa/1999/9905/brady2.htm (press release - settlement)

43.  TrendMark International, Inc., Docket No. C-3829 (fina consent Oct. 6, 1998).

I Respondents: TrendMark Inc. doa TrendMark Internationa, William McCormack and E. Robert
Gates. x(151)

1 Respondents alegedly made a host of unsubstantiated weight loss and hedth-related claims about their
"THIN-THIN" Digt™ program. Respondents advertised the program in unsolicited commercid e-mail
sent to users of AmericaOnLine (AOL) and on its Web ste.

1 On June 25, 1993 the Commission a approved a proposed consent with the respondents and gave its
find gpprova on October 6, 1998. The consent order prohibits the respondents from making claims
about the hedlth benefits, performance or efficacy of its NEURO-THIN and LIPO-THIN products, or
any food, drug or devise without competent and reliable scientific substantiation. The agreement also
prohibits respondents from misrepresenting the results of any test, study or research, and requires them
to disclose clearly and prominently any material connection between a product endorser and the
respondents. The consent agreement alows the respondents to use certain clams that are gpproved for
labels by the Food and Drug Administration's Nutrition Labeling and Education Act of 1990.

http://www.ftc.gov/opa/1998/9806/trendmrk.htm (press release - proposed consent)
http://www.ftc.gov/opal/1998/9810/petapp5298.htm (press release - final consent)

44.  American College For Advancement in Medicine, Docket No. C-3882 (find consent July
13, 1999).

T Respondent: American College for Advancement in Medicine (ACAM) x(152)

1 ACAM advertised and promoted its non-surgical EDTA "chelaion thergpy” online. ACAM dlegedly
made false and unsubstantiated clams that its therapy was effective in treating atheroscleross.

1 0n July 13, 1999, the Commission announced its fina approva of an adminidrative settlement with
respondents. Under this consent agreement, ACAM is prohibited from representing -- absent competent
and rdligble scientific information -- that chelation therapy is effective in treating atherosclerosis or any
human circulatory disease.
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http:/www.ftc.gov/opa/1998/9812/acam.htm (press rel ease - proposed consent)
http://www.ftc.gov/opa/1999/9907/bpamoco2-3.htm (press release - final consent)

Failureto provide rebates on computer equipment.

45.  U.S.v.lomega Corp., Civil Action No: 1:98CVv00141C (D. Utah, complaint and consent filed
Dec. 9, 1998).

I Defendant: lomega Corp. X(153)

I lomegais the world's leading manufacturer of portable data storage products, including the "Zip Drive,"
the "Ditto Drive," the "Jazz Drive," and "Zip Disks”  In promoting these products, lomega dlegedly
violated the Mail Order Rule by faling to send a cash rebate, merchandise premium, or both within the
times stated in the advertisements, or, where no time was stated in the advertisements, within a
reasonable period of time.

1 lomega agreed to settle the charges againg it and pay a $900,000 civil pendty —
the largest pendty ever obtained for non-fraudulent violations of the Mail Order Rule. A complaint and
consent were filed in federal court on Dec. 9, 1998.

http://www.ftc.gov/opa/1998/9812/iomega2.htm (press release - complaint/settlement)
Internet credit card " cramming"

46. FTCv.J.K. Publications, Inc., et al (aka Netfill), Docket No. CV-990004 ABC
(AIWX)(C.D. Cd., filed Jan 5. 1999).

I Defendants: JK. Publications, MJD Service Corp., Kenneth H. Taves (dso d/b/a Netfill, netfill.com,
xbc.com, -Bill, Online Billing, Assst Online, Herba Care, Discreet Bill, KULM Consulting Group, TAL
Sarvices), Teresa Cdle Taves (also d/lb/a Netfill, netfill.com —Bill, Herba Care), Gary Ned Mittman
(aso d/lb/a Adult Bank, netfill.com, adultbank.com), Dennis Rappaport (dso d/b/a Adult Bank),

Maurice O'Bannon (also d/b/aMJD Enterprises and Adult Bank), TAL Services, Inc., Discreet Bill,

Inc., Adult Banc, Inc., and Herbd Care, Inc. x(164)

I Defendants allegedly charged consumers for Internet services that consumers had never ordered,
authorized, or even heard of. Consumers received monthly credit card or debit card statements with
charges of $19.95 adongside the names N-Bill, Netfill, MJD Service Corp., and Webtel. When
consumers asked their banks about these charges, consumers were told they are for "Internet services'
or "adult Internet services," even though some of these consumers reported that they did not own
computers. Consumers had difficulty chalenging these charges, and if consumers caled defendants toll-
free number and got through at dl, consumers received a voice recording telling them to input their credit
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card number for customer assistance. Customers who reached ared person and managed to obtain a
credit often found smilar charges regppearing on later satements.

10n Jan. 5, 1999, the FTC filed acomplaint with amotion for an ex parte TRO. On Jan. 6th, the
Court granted the FTC' s motion and prohibited further unauthorized charges, froze the defendants
assets, and appointed areceiver over JK. Publications and MJD Service Corp. On January 20, the
Commission filed an amended complaint, dismissng Net Options, Inc. and naming Dennis Rappaport,
Maurice O’ Bannon, TAL Services, Inc., Discreet Bill, Inc., Adult Banc, Inc., and Herba Care, Inc. as
additiona defendants. The parties agreed to an initid extension of the TRO and the Court extend it again
on Feb. 11, 1999.

1 After hearing argument, the Court issued a preliminary injunction, continuing the TRO's conduct
prohibitions, asset freeze, and receivership. The Court released assets for attorneys fees but extended
the receivership estate to include several named affiliates and the assets and business records of individua
defendants Ken and Theresa Taves.

TIn April, the Court held a hearing to determine whether Ken and Teresa Taves were in contempt for
trandferring and failing to disclose a Mdibu residence worth gpproximately $2 million. The Court heard a
second contempt motion over the Taves failure to disclose and repatriate $6.2 million held in the
Cayman Idands. The Court found the Tavesin civil contempt on both motions. The U.S. Attorneys
office for Los Angeles moved for crimina contempt, and Ken Taveswas incarcerated.

1 0On June 10, 1999, the Court entered a stipulated find judgment againgt Mittman. In late February
2000, Ken Taves was indicted for making false statementsto FTC attorneys. On March 8, 2000, the
Court issued a default judgment against Rappaport, holding him liable for up to $40 million in redress.

I The Commission filed a motion for summary judgment againgt the other defendants in November 1999.
After ahearing in April 2000, the Court issued a 72-page decision, finding al but one defendant
(O'Bannon) ligble for “unfair’ practices and unauthorized credit card charges. After atrid on June 14,
2000, the court issued a 43-page decision finding that over 90 percent of defendants charges ($43
million) were fraudulent. After subtracting the amount of credits or chargebacks that had aready been
issued, the court found the defendants liable for $37.567 million in redress to consumers.

http://mwww.ftc.gov/opa/1999/9901/netfill.htm (press rel ease -complaint/TRO)
http://www.ftc.gov/opa/1999/9902/petapp4.99.htm (press rel ease - adding defendants, dismissing
Net Options)

http://www.ftc.gov/opa/2000/09/netfill.htm (press release - final order and injunction)

Operation New ID -- Bad Idea: online promises of a new credit identity.
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47, FTC v. Mehmet Akca alk/a Matt Akca also d/b/a AKCA, Civil Action No. 99-S-204 (D.
Calo.)

48. FTC v. All About Communications USA, Inc., 99-6122-CIV-FERGUSON, (S.D. Fla., filed
Feb. 1, 1999).

49, FTC v. Cliff Cross and d/b/a Build-1t-Fast, Civ. No. MO99CA018 (W.D. Tex., filed Feb. 1,
1999).

50. FTC v. Kevin Drake d/b/a New Credit '98, 3-99 CV0213-R (N.D. Tex., filed Feb. 2,
1999).

51. FTC v. David E. Dunn d/b/a Pro Se Publications , 3-99 CVO 211-G (N.D. Tex., filed Feb.
1, 1999).

52.  ETCv. Edward Laned/b/a Edward Lane & Associates, Civ. No. CY-99-3005-WEN (E.D.
Wash., Jan. 29, 1999).

53. FTC v. Ross Sanford L eiss, d/b/a RLeiss & Associates, Civ. No. 99-102-A (E.D. Va. Jan.
29, 1999).

54, FTC v. Michaed Lyonsd/b/aLyons Publishing, 99 CV 6049 (W.D.N.Y. filed Jan. 29,
1999).

55. FTC v. Ralph Lewis Mitchdl, Jr., CV 99-984 TJH (BQRX) (C.D. Cdl., filed Jan. 29, 1999).

56. FTC v. Frank Muniz, No. 4:99-CV-34-RD (N.D. Fla. filed Feb. 1, 1999).

57. FTC v. Philip D. Miller d/b/a New Start, Civ. No. WMN 99-251 (D. Md.. filed Jan. 29,
1999).

58. FTC v. Patrick R. Kelly d/b/a Patrick R. Kelly Enterprisesand P.R.K. Enterprises, 99
ClV 562 (E.D.N.Y. filed Jan. 29, 1999).

59. FTC v. Steve Neizianya d/b/a Standard Business Services, 3-99 CV0214-L (N.D. Tex..,
filed Feb. 2, 1999).

60. U.S.v. A. JamesBlack, Civ. No. 99-113 (M.D. Fla, filed Feb. 2, 1999).

I Defendants: Mehmet Akca, All About USA, Inc., Michael Cilone, and Rachd Cilone, Cliff Cross,
Kevin Drake, David E. Dunn, Edward Lane, Ross Sanford Leiss, Michad Lyons, Raph Lewis Mitchell,
J., Frank Muniz, Philip D. Miller, Patrick R. Kely, Steve Neizianya, and A. James Black. x(180)

I Defendants offered a variety of credit kits, ranging in price from $19.95 kit to $59.95. Their Web site
or emall solicitations made cdlamsincluding promisesof “aTOTALLY NEW-CLEAN credit file” “a
brand new credit filein lessthan 30 days,” “A COMPLETELY NEW CREDIT FILE -- LEGALLY,
and totally separate from your present credit file.”

I The Commission (and in one case, the Department of Judtice) filed complaintsin federa court during
late January or early February 1999, dleging violations of Section 5 of the FTC Act and Section
404(a)(2) of the Credit Repair Organizations Act “CROA.” The government has sought injunctive relief
and redress for consumers.

30



T'In October 1999, The FTC announced that defendantsin the Mehmet Akca, All About
Communications USA, Inc., David E. Dunn, Edward Lane, Ross Sanford L eiss, Michad Lyons,
Frank Muniz, Philip D. Miller, and Steve Neizianya matters agreed to settle federa chargesthat the
"file segregation” advice and products violated federd law. *

I The settlements will provide consumer redress for victims of the scam; bar future violations of the
Credit Repair Organizations Act; bar deceptive claims about file segregation -- including clamsthat it is
legd -- and require that the defendants natify their victims that usng a fase identification number to apply
for credit isafelony. Thirteen of the Sixteen settlements announced as part of the sweep provided for full
consumer redress. Financid declarations filed by three defendants indicate an inability to provide redress.
(Not dl of the casesin the sweep were Internet related. Also, some of the cases included in the
settlement are from the second round of the sweep, which was announced in May 1999). Their
settlements contain provisions to alow reopening of theissue if defendants are found to have
misrepresented their inability to pay. All the settlements contain record keeping provisonsto dlow the
FTC to monitor compliance.

I The Commission votes to accept the proposed stipulated find judgments were 4-0.
http://www .ftc.gov/opa/1999/9902/consumerweek2.htm (press release - sweep)
http://www.ftc.gov/opa/1999/9910/badidea.htm

“Dream Car” pyramid, the 1% case in the Rolling I nternet Pyramid Sweep
61. FTCv.FiveSar Auto Club, Inc., Civil No. 99-1693 (S.D.N.Y. filed March 8, 1999).

I Defendants. Five Star Auto Club, Inc., Micheel R. Sullivan, Angela C. Sullivan, Advance Funding Inc.,
Thomas Lee Bewley, and Judy L. Bewley. X(186)

I The Commission dleged that Defendants operated an illegd pyramid scheme that purported to dlow
membersto “drive their dream vehicle for freg” while earning large monthly commissons. The FTC
contended that the vast mgjority of participants could never qualify for free automobile leases and were
destined to lose money in the scheme. Defendants, aswell as anumber of Five Star participants, made
extengve use of the Internet to recruit new entrants into the scheme.

10On March 8, 1999, the U.S. Digtrict Court in White Plains, New Y ork, froze the assets of Five Star
Auto Club, Inc. and the Sullivans, appointed a receiver to run the corporate defendant, and enjoined the

7y stipulated preliminary injunction was entered in the Cliff Cross matter on July 2000. A criminal case
brought by the US attorney for the Western District of Texas isset for trial in January 2001. On May 4, 1999, the
Commission voted 4-0 to dismissitsfederal court case against Ralph Lewis Mitchell, Jr., doing business as Mitchell
Enterprises, brought as part of "Operation New |D --Bad |dea," alaw enforcement sweep focusing on companies that
illegally encouraged consumersto create false credit identities. (FTC Matter No.: x990031).
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defendants from making further misrepresentations. On April 5, 1999, the same parties stipulated to a
preliminary injunction. On April 8, 1999, the FTC filed an amended complaint naming Advance Funding,
Inc., Thomas Lee Bewley, and Judy L. Bewley as defendants.

1 On January 3, 2000, the court entered a stipulated permanent injunction againgt the Bewleys,
prohibiting them from engaging in pyramid schemes and from making or providing others with the means
of making materid representations or omissonsin connection with legitimate multi-level marketing
programs. The settlement required that the defendants business assets be used to establish a consumer
redress fund.

10On May 17, 2000, following trid, the court ruled that Five Star was a pyramid scheme that prevented
the vast mgjority of participants from realizing the rewards promised by the defendants. On June 13,
2000, the court issued its find order barring Michael and Angdla Sullivan, for life, from engaging in any
further pyramiding or multi-level marketing activity. The court dso shut down Five Star and its Web dte
and ordered liquidation of its assets; ordered the defendants to pay $2.9 million in consumer redress, and
placed the Sullivans under strict conduct prohibitions when sdling any business venture in the future.

http://www.ftc.gov/opa/1999/9903/nasaarel ease.htm (press rel ease - sweep)
http://www.ftc.gov/opa/2000/01/fyi0002.htm (press release - Bewley final order)
http://www .ftc.gov/opa/2000/07/fivestar.htm (press release - final judgment)

Mislabeled clothesin online catalogs

62. Wal-Mart Stores, Inc. File No. 992 3007

63.  Burlington Coat Factory Warehouse Corp. File No. 992 3002
64. Delia’sInc., File No. 992 3008

65. Wodlrich, Inc., File No. 992 3003

66.  Gottschalks, Inc., File No. 992 3004

67. BugleBoy Industries, Inc., File No. 992 3009

I Respondents. Wal-Mart Stores, Inc., Burlington Coat Factory Warehouse Corp., Ddlia s Inc.,
Wooalrich, Inc., Gottschalks, Inc., Bugle Boy Industries, Inc. X(192)

I The above respondents agreed to settle FTC dlegations that they violated the Textile Fiber Products
Identification Act and/or the Wool Products Labeling Act and Commission rules under those Acts. The
FTC dleged that the respondents failed, in their online promotiond materids, to clearly and
congpicuoudy state that each textile or wool item advertised or offered for sde was either imported,
made in the USA, or acombination of both as required by law.

I In February 1998, the Commission adopted various streamlining amendments to the Textile and Wool
Rules. It dso revised definitions of mail order catalog and mail order promotiond materidsto include
meaterids disseminated eectronicdly viathe Internet. Six months after the amendments were announced,
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the FTC surfed more than 200 stes to determine whether on-line sellers of textile products were
complying with the origin disclosure requirements. These cases arose from the FTC's compliance surf.

1 On March 16, 1999, the Commission voted to accept the proposed consents in these cases. After a
public comment period, the Commission announced its fina gpprova on June 10, 1999.

http://www.ftc.gov/opa/1999/9903/musatex.htm (pressrelease - proposed consents)
http://www.ftc.gov/opal1999/9906/fyi17-99.htm (press release - final consent)

Deceptive I nternet mall promotions
68. iIMall, FileNo. 972-3224 (stipulated fina judgement approved Apr. 15, 1999)
I Respondents. iMdll, Carl R. Pickering, and Mark R. Commer. X(195)

I The Commission aleged that, between July 1995 and August 1998, iMdl used direct mail, radio ads,
televison informercias, apromotiona cassette, and telemarketing cals to promote free seminars where
consumers would hear about two Internet-rel ated business opportunity programs. The iMdl Opportunity
Program offered investors the opportunity to become "consultants’ and make money salling Web pages
ontheiMall ste. The Internet Y dlow Pages (I'YP) program offered investors the opportunity to make
money sdling advertisng space on the I'Y P Web ste contained within the iMdl ste. The Commission
aleged that, a these seminars, the respondents made false earnings claims for their Internet-based
businesses and that they violated the Franchise Rule.

1 On April 15, 1999, the Commission announced a $4 million settlement with the respondents. The
Stipulated Find Judgment and Order barred Craig R. Pickering and Mark R. Comer for life from sdlling
any Internet or pay-per-cdl business opportunity; barred them for 10 years from sdlling franchises;
required a $500,000 bond before sdlling certain types of business opportunities; and barred future
violations the Franchise Rule. iMall was permanently barred from violaing the Franchise Rule and from
misrepresenting materia facts about any business opportunity it promotes. The Order cdled for iMall to
pay $750,000 and Pickering and Comer to pay $3.25 million in consumer redress.

http://www.ftc.gov/opa/1999/9904/imall 1.htm (press release - consent)
False claimsfor " Vitamin O"
69. Rose Creek Health Products, Inc., (E.D. Wa. filed March 11, 1999)

I Defendants: Rose Creek Health Products, Inc., The Staff of Life, Inc., Dondd L. Smyth X(198)
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I Defendants sold 2 ounce bottles of Vitamin O for $20 to $25, claiming that it enriched the bloodstream
with supplemental oxygen. The defendants ads -- which appeared in USA Today and in other
newspapers, and on the Internet -- also claimed that Vitamin O could cure or prevent serious disesses
such as cancer, heart disease, and lung disease.

I The FTC filed auit in federd court, dleging that the defendants made fase and unsubstantiated dams
for aproduct that appears to be nothing more than sdtwater. The Commission obtained a stipulated
preliminary injunction from defendants and is seeking a permanent injunction.

10n April 28, 2000, the Commission filed a proposed consent settle this matter. Upon approva by the
court, the settlement requires defendants to pay $375,000 in consumer redress and defendants from
meaking false or unsubstantiated claims about Vitamin “O” and any other food drug or dietary supplement,
and from making any fase or unsubstantiated claims about medica research studies or the endorsement
of any academic, scientific, or government organization. The order aso bars defendants from passing on
deceptive promotiond materid for their distributors to use and bars defendants from falsaly representing
that any user’ stestimonid reflects atypica experience.

http://www.ftc.gov/opa/1999/9903/rosecreek.htm (press release - complaint)

http://www.ftc.gov/opa/2000/05/rosecreek2.htm (press release - proposed consent)
More" spam” scammers

70. LSEnterprises, Docket No. C-3884 (final consent Aug. 2, 1999).
I Respondents: LS Enterprises, LLC, Internet Promotions, LLC, and Louis Sdatto x(201)

I The Commission charged an online entrepreneur with making false and unsubstantiated clamsin bulk
e-mail messages. The respondents alegedly used spam to promote its bulk-e-mail program and other
work-at-home business opportunities, and made fase claims about their experience and ability to provide
products or services, aswell as fase claims about free merchandise and potential income for purchasers.

I Fallowing a public comment period, on August 2, 1999 the Commission announced its fina approva of
a settlement with respondents that bars them from making deceptive claimsin future bulk e-mail and
requires them to substantiate claims for the programs they promote. They aso must post a $100,000
bond before sending unsolicited commercid e-mail in the future.

http://www.ftc.gov/opa/1999/9904/spam2.htm (press rel ease - proposed consent)
http://www.ftc.gov/opa/1999/9908/FY 1-20.99.htm (press release - final consent)

Deceptive laundry products



71. FTCv. TradeNet Marketing, Inc., Civil Action No. 99-944-CIV-T-24B (M.D. Fla
dtipulated judgements filed April 21, 1999)

I Defendants: L.W. Cooper and TradeNet Marketing, Erwin Richard Annau and Top Marketing
Business Consulting, and Alberto Guerrero X(206)

I According to the FTC, the defendants fasdy touted "The Laundry Solution” and "The SuperGlobe” as
effective subdtitutes for laundry detergents. They dlegedly dlamed that these liquid-filled plagtic balls
would clean laundry without polluting the earth's waterways by emitting a negative charge or by means of
"sructured water” or "IE crydas.”

1In three separate agreements reached with the defendants, the defendants are barred from claiming
their laundry balls or any smilar product cleans as wdl as conventiond laundry detergent. The
agreements a so required the defendants to pay $155,000 in satisfaction of monetary judgments. These
funds are to be divided equaly among the FTC and eleven states that participated in this action: Arizona,
Arkansas, Hawaii, Idaho, Illinois, Michigan, Missouri, Nebraska, Nevada, New Y ork, and Oklahoma.

http://www.ftc.gov/opal/1999/9904/tradenet.htm (press release - complaint/settlement)

Deceptive “ pretexting” by online information broker

72.  FTCv.JamesJ. Rapp, et al (“Touch Tone"), Civil Action No. 99-WM-783 (D. Colo. filed
April 21, 1999).

I Defendants. James J. Rapp and Regana L. Rapp, individualy and doing business as Touch Tone
Information, Inc. x(208)

I Touch Toneis an information broker that offers current bank numbers, brokerage account numbers,
specific baances, and other persond information about individuds through its Web ste a:
http://pidirectory.com/touchtone

10n April 21, 1999, the FTC filed suit in federd court, dleging that the defendants engaged in illegd
“pretext” calling, posing as consumers and calling banks and using deceptive means to obtain consumers
private financid information. The FTC's complaint aleges that Touch Tone engages in “ deceptive’
practices, in violation of Section 5 of the FTC Act, and that pretexting without a without consumers
knowledge or consent isaso an “unfair’ act practice in violation of the statute. Litigation is ongoing.

http://www.ftc.gov/opal1999/9904/touchtone.htm (press release - complaint)
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Operation New ID -- Bad Idea |l —more promises of a new credit identity

73.  FTCv. Donna Payne, d/b/a Strategic I nformation Services, (N.D. Ohio)

74. FTCv. Frederick P. Ray, d/b/aF.P.R., Civil Action No. 99-04703SVW (RNBXx)

(CD.Cd)

75.  FTCv.JamesFite, d/b/aInternet Publications Civil Action No. 99-04706JSL (BQRX)

(CD.Cd)

76.  United Statesof Americav. David Story, d/b/a Network Publications (N.D. Tex.)

77.  FTCv.John Williams, d/b/a Speed Credit (S.D. Tex.)

78. FTCv.EricVokert and Cynthia Volkert, d/b/a Fresh Start Publication, Civil Action No.
H-99-1326 (S.D. Tex.)

79. FTC v. West Coast Publications, LLC. (C.D. Cd.)

I Defendants: Donna Payne, Frederick P. Ray, James Fite, David Story, John Williams, Eric Volkert
and Cynthia Volkert, West Coast Publications, LLC. and Gilberto Lopez. 0(217)

I Defendants offer credit repair kits for $21.95 to $129.95 through Internet Web sites and e-mail. They
promise to give consumers anew credit identity, saying:

"Anyone can have aNew Credit File virtudly overnight. . . ";
"WIPE OUT ALL OF THE OLD BAD CREDIT ON YOUROLD FILE....; and
"Credit Start Over. There's away to obtain a new Social Security No. . ."

I'nits second crack-down againg credit schemesin 1999, the Commission (and in one case the Dexpt.
of Judtice) filed suit dleging violations of Section 5 of the FTC Act and Section 404(a)(2) of the Credit
Repair Organizations Act “CROA.” The government has sought injunctive relief and redress for
consumers.

1In October 1999, The FTC announced that defendantsin the Frederick P. Ray, Internet
Publications, and Fresh Start matters agreed to settle federd charges that the "file segregation” advice
and products violated federa law.

I The settlements will provide consumer redress for victims of the scam; bar future violations of the
Credit Repair Organizations Act; bar deceptive claims about file segregation -- including clamsthat it is
legd -- and require that the defendants notify their victims that usng a fase identification number to apply
for credit isafeony. Thirteen of the Sixteen settlements announced as part of the sweep provided for full
consumer redress. Financid declarationsfiled by three defendants indicate an inability to provide redress.
(Not dl of the casesin the sweep were Internet related. Also, some of the cases included in the
Settlement are discussed during the first sweep from February 1999.) Ther settlements contain
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provisonsto dlow reopening of the issue if defendants are found to have misrepresented their inability to
pay. All the settlements contain record keeping provisions to alow the FTC to monitor compliance.

I The Commission votes to accept the proposed stipulated find judgments were 4-0.
http://www.ftc.gov/opa/1999/9905/id21a4.htm (press rel ease - sweep)
http://www.ftc.gov/opa/1999/9910/badidea.htm

Financial information unfairly collected from children

80. Liberty Financial Companies, Inc., FTC File No. 982 3522 (consent announced May 6,
1999)

I Respondent: Liberty Financid Companies, Inc. x(218)
1 Respondent operates The Y oung Investor Web site, an Internet Site directed at children and teens
focusing on issues reaing to money and investing. The Commission aleged that the Ste falsdy
represented that persona information collected from children in a survey would be maintained
anonymoudy, and that participants would be sent an e-mail newdetter aswedll as prizes.

I The Commission reached a proposed consent that prohibits such misrepresentations in the future and
would require Liberty Financid to post a privacy notice on its children's Stes and obtain verifiable
parenta consent before collecting persond identifying information from children. The proposed consent
has been published for public comment.

http://www.ftc.gov/opa/1999/9905/younginvestor.htm (press release - proposed consent)
Deceptive exercise equipment claims
8l.  Fitness Quest, Inc. Docket No. C-3886 (fina consent Aug. 6, 1999)
1 Respondents. Fitness Quest, Inc. and Robert R. Schnabd, Jr. X(220)

I Fitness Quest sold three exercise gliders -- Gazelle Glider, SkyTrek, and Airofit and two abdomina
devices -- Abs Only Machine and Ab Isolator directly to consumers through infomercids, on the Internet
and dso through retailers. The FTC dleged that Fitness Quest made unsubstantiated claims that, under
ordinary use, their exercise gliders would alow consumersto burn up to 1,000 caories an hour or, asin
their ads for the abdomind exercisers, that the Ab Isolator and Abs Only Machine were twice as
effective as regular Sit-ups.

I A proposed consent was announced on May 12, 1999. After a public comment period, the
Commission announced its final gpprova on August 6, 1999. The consent with the respondents prohibits
them from making a variety of weight-loss and related clamsfor their exercise equipment and weight-loss
products without competent and reliable evidence.
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http://www.ftc.gov/opa/1999/9905/fitness.htm (press rel ease - proposed consent)
http://www.ftc.gov/opa/1999/9908/fyi-21.99.htm

I nconspicuous computer leasing terms

82.  Ddl Computer Corporation, Docket No. C-3888 (final consent Aug. 6, 1999)
83.  Micron Electronics, Inc., Docket No. C-3887 (final consent Aug. 6, 1999)

I Respondents: Dell Computer Corporation, Micron Electronics, Inc. X(232)

1 Dell and Micron design, manufacture, and market computer systems for consumers and businesses.
According to the FTC, the companies disseminated mideading leasng ads through televison, print, or
the Internet. The FTC aleged that the Ddll and Micron placed materia cost information in inconspicuous
or unreadable fine print or omitted such information atogether.

I The Commission’s settlements with Dell and Micron would require the companies to provide
consumers with clear, readable, and understandable information in their lease advertising.

http://www.ftc.gov/opa/1999/9905/dell.htm (press release - proposed consent)
http://www.ftc.gov/opal/1999/9908/fyi-21.99.htm (press release - final consent)

The FTC' sfirst action against unnamed defendants

84. FTCv. Benoit (aka Oneor More Unknown Parties), Civil Action No. 3:99 CV 181
(W.D.N.C. filed May 11, 1999)

I Defendant(s): Andrew Wells Benoit, Susan Carroll, WorldNet, Inc. 0(235)

I Defendants alegedly sent consumers a deceptive e-mail message in order to get them to place
expensve oversees cdls. According to the FTC, the defendants sent consumers an e-mail informing
them that their “order” had been received and processed and thet their credit card would be billed $250
to $899. The e-mail advised consumersthat if they had questions about their "order," they should cdll a
telephone number in the 767 area code. Consumers didn't know the area code wasin aforeign country,
Dominica, West Indies, and rather than reaching a customer “representative,” consumers were connected
to an audiotext entertainment service with sexua content. Consumers incurred expensive telephone
charges for this unhelpful internationa, long-distance cdll.

Tnitsfirg ever “John Doe’ complaint, the FTC charged the defendants with violaing Section 5 of the
FTC Act. OnMay 11, 1999, the Commission sought and obtained an asset freeze from the Court,
thereby stopping any flow of money to the defendants through the telephone payment system.
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http://www.ftc.gov/opal/1999/9905/audiot10.htm (press release - complaint/ TRO)
Modeling scheme

85. FTCv. Screen Test U.SA., Inc,, Civil Action No. 99-2371 (WGB) (D.N.J. filed May 24,
1999)

I Defendants. Screen Test U.SAA., Inc., Fred Vanore d/b/aVanore Productions, World Wide Casting,
Inc., American Child Actor and Modding Association, Inc., Premier Marketing, Inc. d/lb/a Screen Test
U.SA., AliceB. McManus, R. J. Ims Corp. d/b/a Screen Test U.SA., Richard J. Ims, Jr., Premier
Marketing, Inc. d/b/a Screen Test U.S.A., Showbiz Central of Westchester, Inc. d/b/a Screen Test
U.SA., John T. Yannielli, Tomorrow's Stars, Inc., Edward J. Bauer, and Helen J. Bauer, Angelalms,
Jeffrey C. McManus and JCM Marketing, Inc., and Thomas J. Y annidlli X(252)

I The Commission alleges that, viatelevison, radio, Internet and newspaper ads, Screen Test U.SA.
deceptively markets a $45 “ screen test” and other servicesto consumers. To add credibility to their
activities, Screen Test U.SA. encourages parents to check the company out with the American Child
Actor and Modeling Association (ACAMA) -- a purported non-profit organization at www.acama.com.
According to the FTC, ACAMA is actualy ashell corporation of the owner of Screen Test U.SA.,
Fred Vanore.

10n May 24, 1999 the FTC filed suit under Section 5 of the FTC Act dleging that defendants have
misrepresented the objective or professond quality of their “screen tests” and pictures, customers' rates
of success, and the independent status of ACAMA. The FTC dso dleged violations of the Cooling-Off
Rule, 16 C.F.R. Part 429.

I The Court granted the FTC’' s motion for and ex parte TRO, with an asset freeze and appointment of a
receiver, and approved stipulated preliminary injunctions againg dl defendants. The New Y ork City
Department of Consumer Affairs, the Connecticut Department of Consumer Protection, and the
Attorneys Genera for Pennsylvania, New Jersey and Florida dso filed separate lawsuits againgt the
defendants and provided tremendous assistance to the FTC.

1 On February 3, 2000, the FTC announced settlements with al defendants, including four added to an
amended complaint. The settlement permanently banned defendants from marketing and sdlling their
purported "screen test services' and prohibited them from misrepresenting: 1) the need for or use of
photographic services, 2) the experience or professiond qualifications of any person; 3) the likelihood of
business or employment success; and 4) the independence or objectivity of any nonprofit organization.
The order dso barred defendants from violating the Cooling-Off Rule and from digtributing or sdlling their
customer lists or identification information. The settlements dso cdled for payment of $972,000 in
consumer redress.
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http://www.ftc.gov/opa/1999/9905/screen.htm (press release - complaint/ TRO)
http://www.ftc.gov/opa/2000/02/screentestusa.htm (press release - settlement)

Small Business Sweep —Web site “ cramming” cases

86. FTC v. Shared Network Services, LLC, et al. CIV. S99-1087 WBS JFM (E.D. C4dl. filed
June 2, 1999).

87. FTCv.WebViper, LLC, et al., 99-T-589-N (M.D. Ala. filed June 9, 1999).

88. FTCv.Wazzu Corporation, et al., SACV-99-762-AHS (C.D. Ca. filed June 7, 1999).

I Defendants: Shared Network Services d/b/a First Page, Peter Westbrook, WebViper, LLC d/b/a
Ydlow Web Services, Tigerhawk, LLC d/b/aY elow Web Services, Thomas J. Counts, Patrick C.
Taylor, Richard M. Bagdonas, Wazzu Corp., Jayme Amirie, Kenneth Gharib, and

Kirk Wadfogd. 0(263)

I The defendants alegedly charged small businesses for “freg’” Web site sarvices. According to the
Commission, the defendants offered smdl businesses Web sitesfor afree 30-day tria period. Small
businesses alegedly were told that they would have 30 days to cancd, that they would have afree period
of timeto review a sample Web site or written materids, or that they could sign up for 30 days without
any obligation whatsoever. In each case, however, the Commission charged that small businesses had
unauthorized fees “crammed” onto their phone bills (Shared Network and Wazzu) or direct invoices
(WebViper).

I The Commission filed three separate lawsuits in early June 1999, dleging that the defendants had
decelved smd| businesses through their tdemarketing solicitations and billing practices.

IIn the Shared Network Services matter, TRO and asset freeze were entered on June 3, 1999. A
Stipulated Preliminary Injunction was entered on June 7, 1999 and a Find Judgment and Order for
Permanent Injunction and Consumer Redress was entered on June 12, 2000. The order enjoins
defendants from misrepresenting that they will not charge customers for website services before the end
of atrid period, and that they will not charge customers who cancel before the end of afreetrid period,
or within some specified period. The order dso requires that defendants not charge customers for
website services unless the customer takes affirmative steps to order the web services. The order
prohibits defendants from representing that consumers are legdly ligble to pay for unauthorized services.
Defendants are dso permanently enjoined from billing after afree trid period and must pay valid refund
requestswithin 7 days. The order dso sets forth certain requirementsiif they record a saes pitch.
Finaly, the order requires that defendants redress a specified class of consumers; however, the amount
of redress has not yet been established.
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TInthe Web Viper matter, defendant Bagdonas was dismissed and a Fina judgment and order was
filed May 30, 2000, which enjoins the remaining defendants from misrepresenting that they are obligated
to pay for services received during afreetrid period or for unauthorized services, enjoins defendants
from billing prior to three days after the expiration of the trid period; and requires defendants to honor
cancellation requests. A judgment of $88,426.25 was suspended.

http://www.ftc.gov/opa/1999/9906/small9.htm (press release - complaints)
Operation Cure.all cases

89.  Magnetic Therapeutic Technologies, Inc., 982-3150

90. Pain StopsHerel, Inc., FileNo. 982-3175

91. MdindaR. Sneed and John L. Sneed d/b/a Arthritis Pain Care Ctr, File No. 982-3182
92.  Body Systems Technology, Inc., File No. 982-3177

I Respondents. Magnetic Therapeutic Technologies, Inc. and Jm B. Richardson; Pain Stops Here! Inc.
and Sande R. Caplin; Mdinda R. Sneed and John L. Sneed d/b/a Arthritis Pain Care Center; Body
Systems Technology, Inc., William E. Chace, and James D. Davis. X(272)

I The Commission announced four cases that resulted from the agency's previous "Hedth Claims Surf
Days' — law enforcement surveillance swegpsin 1997 and 1998 by officidsin over 25 countries. The
cases involved settlements with companies and individuas that dlegedly used the Internet to make
deceptive and unsubgtantiated health claims concerning "miracle cures’ for serious illnesses -- including
cancer, arthritis, heart disease, and liver disease.

I Magnetic Therapeutic Technologies, Inc. (MTT) and Pain Sops Here!, Inc., (PSH) dlegedly made
unsubstantiated hedlth claims about their magnetic therapy products. MTT dlegedly represented that its
products could treat cancers, HIV, high blood pressure, and other conditions, while PSH. dlegedly
represented that its devices could effectively trest cancer, liver disease, arthritis, and other alments. The
consent order prohibitsMTT and PSH from making unsubstantiated hedlth clams in the future.

1 John Sheed and Melinda Sheed d/b/a Arthritis Pain Care Center (APCC) marketed CMO, afatty
acid from beef tallow, and dlegedly claimed that it could cure most forms of arthritis and trest numerous
other diseases. The FTC charged that APCC' s efficacy clams were unsubstantiated and thet its clams
about NIH and other scientific studies were false. The settlement prohibits APCC from making
unsubgtantiated clams for any food, drug, dietary supplement or program.

1 Body Systems Technology, Inc. (BST) alegedly sold shark cartilage capsules as well as capsules and
liquid containing a Peruvian plant derivative caled Cat's Claw. The dlegedly promoted these products as
scientifically-proven treatments for cancer, HIV/AIDS, and arthritis. The FTC charged that BST's
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clamswere unsubstantiated. The consent order prohibits BST from making unsubstantiated hedlth
camsfor any food, drug, dietary supplement or program. Also, the order requires BST to identify and
make refunds to purchasers of their products.

1 All four proposed settlements were announced on June 24, 1999. After a public comment period, the
Commission gave find gpprova to these settlements on Sept. 20, 1999.

http://www.ftc.gov/opa/1999/9906/opcureal|.htm (press release - proposed consents)
http://www.ftc.gov/opal1999/9909/fyi990920.htm (press rel ease - final consent)

Another deceptive laundry product

93. FTCv. OneSource Worldwide Network, Inc. 3-99 CV1494-L (N.D. Tex. complaint and
dipulated fina judgment filed July 1, 1999).

I Defendants. OneSource Worldwide Network, Inc. and James Michael Fobair. x(274)

1 Defendants marketed The EarthSmart Laundry CD for $30 on the Internet and elsewhere. The CD is
a plagtic disc -- purportedly filled with "structured water" -- to be used in washing machines instead of
conventiond detergents. The FTC dleged that defendants misrepresented that the Laundry CD cleans as
well as conventiona detergents. The FTC dso dleged that the defendants made other false or
unsubstantiated scientific, environmenta and efficacy dams and that their testimonias did not reflect
consumers typical or ordinary experience.

1 A proposed settlement filed in federa court on duly 1, 1999 would prohibit defendants from claiming
that the Laundry CD or any smilar product cleans as well as conventiona laundry detergent and would
require them to pay $50,000 in disgorgement. These funds are to be divided equaly among the FTC
and sx satesthat participated in this action: Arkansas, lllinois, Michigan, Missouri, Nevada and Texas.
The order would prohibit the defendants from making unsubstantiated claims or mideading testimonias,
and provides an avaanche clause of $7.5 million in the event the defendants are found to have given fdse
financid datato the FTC.

http://www.ftc.gov/opal1999/9907/onesource.htm (press release - complaint/settlement)
94. FTCv. David Martindli, Jr., 3:99 CV 1272 (CFD) (D. Conn. July 1999)
I Defendants: DP Marketing, David Martingli, Jr. (alk/a David Martin) and Deana Plourde X(277)

I Defendants dlegedly sent consumers unsolicited email or “spam” and represented that consumers
could make $13.50/hr working at home processing applications for credit, loans or employment, and asa
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consumer service representative. Defendants sold a“how to” kit for 9.95 to $28.72, but it alegedly only
included ingructions to place advertisementsidentica to the ones

they had responded to. Consumer alegedly could only earn money by recruiting others to pay for the
sameinformation. The FTC dleged that defendants violated federd law by making false earnings clams,
by failing to disclose that they were offering a pyramid work-at-home scheme; and by providing the
"means and instrumentdlities’ to others to commit deceptive acts.

I The defendants agreed to a stipulated preliminary injunction, which the Court entered on Sept. 23,
1999. The Order prohibited further misrepresentations, pending afull trid.

T In November 2000, defendants agreed to a stipulated find judgment and order in order to settle the
charges. The agreement bars future participation in pyramid schemes, bars misrepresentation of earnings
and income potentid, and requires that if the defendants make earnings clams in connection with a
multilevel marketing program, they clearly and conspicuoudy disclose the actud profits made by
participants and the percentage of participants who have made such profits before accepting payment
from investors. It prohibits false or mideading statements or misrepresentations in the marketing, sae, or
digtribution of any product or service and prohibits the defendants from providing others with the means
and ingrumentalities to commit deceptive acts. The settlement aso contains various record keeping and
reporting requirements designed to assist the FTC in monitoring the defendants compliance. The order
imposes ajudgment of $72,312 for consumer redress, based on financia declarations provided by the
defendants. Should the court find that the defendants misrepresented their financia Situations, $430,140,
the total amount paid by consumersto DP Marketing, becomes due.

! The Commission's vote to approve thefiling of the proposed consent judgment was 5-0. It wasfiled by
the FTC in the United States Didtrict Court for the Didtrict of Connecticut, and entered by the Court on

November 14, 2000.
http://www.ftc.gov/opa/1999/9907/dpmarket.htm (press release - complaint)
http://www .ftc.gov/opa/2000/11/dpfinal .htm (press release - stipulated final judgment)

Another Web site” cramming” case - part of Small Business Sweep

95. FTCv.Web Valley, Inc. et al, Civil Action No. 99-1071 DSD/IMM (D. Minn. filed July
14, 1999)

I Defendants: Web Vdley, Inc., Profile Nationad Business Directory, Inc., Protd Advantage, Inc., U.S.
Protel, Inc., Satya P. Garg, Blaine C. Christofferson, and Scott D. Lee. 0(284)

I Defendants, through their telemarketing operations, called consumers touting the business benefits of
having an Internet presence and offered to design and host an Internet Web ste for afreg' 30-day trid
period. The FTC charged that the telemarketersfailed to disclose to consumers that, unless consumers
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initiated contact to cancel the service, the defendants would automatically charge consumers monthly
fees of $19.95 or $24.95. Consumers alegedly were never told that these charges would be added to
their local phone bills. The agency dleges that the scheme

took in up to $9 million for unordered services.

1 The FTC filed suit on June 14, 1999 and obtained an ex parte TRO with arecelver and a freeze over
the defendants assets. On July 22nd, the Court granted a preliminary injunction againgt the defendants,
without areceiver or an asset freeze.

1 A dipulated permanent order against the Web Valey defendants was entered on June 5, 2000 in the
Digrict Court of Minnesota. The order resolved dlegations that defendants fraudulently charged
consumers telephone bills for unordered and unauthorized web pages. The order provides for
$3,050,000 of consumer redress. The defendants have directly paid about $1.4 million and the
remainder will come from reserve funds held by two thirty party aggregators. In addition to providing
redress, the order prohibits violations of Section 5 and contains fencing-in relief. 1t dso requiresthat the

defendants post performance bonds if they telemarket web sites or Internet-related services.
http://www.ftc.gov/opa/1999/9907/webvalley.htm (press release - complaint/TRO)

Operation Trip Trap —Onlinetravel scams
96. FTCv.American Int’l Travel Serv., Inc., Civil Action No. (SD. FHa July 1999)

I Defendants. American Internationa Travel Services, Inc. dlb/aMagic World Tour & Trave, Silver
Lake Resort, Ltd., Alfred H. Jugo, A.J. Stanton, Jr., and Lawrence S. Gilbert. 0(289)

I Defendants initidly solicited consumers viarthe Internet, direct mail, and out-bound telephone cdls.
Theseinitid contacts led to a telemarketing solicitation in which the defendants alegedly told consumers
that they had won or been specially selected to receive vacations to Florida, the Bahamas, or other
destinations.

1 The FTC aleged that defendants operated a common enterprise to deceive consumers, in violation of
the FTC Act and the Tdlemarketing Sdles Rule (TSR). The defendants

alegedly misrepresented the nature of the vacation packages offered and failed to disclose restrictions
and conditions on the packages, including the requirement that consumers attend one--and sometimes
two--sdes pitch seminars for atimeshare purchase during their trip. Defendants also alegedly faled to
disclose ther refund policies and materia aspects of their prize promotions.

10n duly 27, 1999, the court entered an ex parte TRO with asset freeze entered againg the defendants
and adtipulated preliminary injunction was entered on Aug. 6, 1999.



http://www.ftc.gov/opa/1999/9908/triptrap.htm (press release - complaint/ TRO)

97. FTC v. Cerkvenik-Anderson Travel, Inc., d/b/a College Tours, Student Tours, and
Mexico Tours Civ. Action No. (D. Ariz. filed July 1999)

I Defendants: Cerkvenik-Anderson Trave, Inc. d/b/a College Tours, Student Tours and Mexico Tours,
and Andy Anderson. 0(291)

1 The FTC filed suit in federa court aleging that defendants violated the FTC Act by misrepresenting the
nature of gpring break and post-graduation vacations to college students and their parents. The
defendants alegedly mided purchasers about the quality of accommodeations offered and the cost or
value of various benefits and activities they arranged.

1 On December 28, 1999, the Court entered a stipulated agreement having the force of a preliminary
injunction.

http://www.ftc.gov/opa/1999/9908/tri ptrap.htm (press release - complaint)

Rolling Internet Pyramid Sweep - large pyramid promoting environmental and health
products

98. FTCv. Equinox Int’l Corp. et al, Civil Action No. CV-S-99-0969-JBR-RLH (D. Nev. filed
Aug. 3, 1999)

I Defendants: Equinox International Corporation, Advanced Marketing Seminars, Inc., BG Enterprises,
Inc., and William Gouldd. X(295)

I Defendants alegedly operated amulti-level marketing company which offered distributorships for
products including weter filters, vitamins, nutritional supplements, and skin care products. Equinox
digtributors ran classified ads in the "Help Wanted" sections of newspapers which implied that a sdaried
position was being offered. Persons who responded to the ads alegedly were given a sales presentation
designed to recruit new digtributors. Equinox aso advertised and communicated with distributors
through its Web site at www.equinoxinternational.com. This Site contained severd testimonias and
information about distributorships, Equinox products and payout plans.

IThe FTC and 5 statesfiled ajoint action on Aug. 3, 1999, dleging that the defendants operated a
pyramid scheme, made fase earnings claims, failed to disclose materid informetion, and violated the FTC
Act aswdll as Sate securities laws, deceptive trade practices laws, fdse advertisng laws, pyramid laws,
and licensing requirements. State co-plaintiffs were Hawaii, Maryland, Nevada, North Carolina,
Pennsylvania, South Carolina - later joined by Tennessee, Michigan, and Virginia, with South Carolina
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dropping its suit. The Court granted the FTC and states' request for an ex parte TRO and imposed a
freeze on the defendants assets and a receivership over their business.

1 On Sept. 14, 1999, after afull hearing, the Court issued amodified preliminary injunction againg the
defendants. Pending afull trid, the Order prohibits any pyramid activity or misrepresentations about
earnings. It requires defendants to modify their business terms and keeps a receiver in place to monitor
defendants business and prevent the dissipation of assets.

I Trid began April 3, 2000 and after the FTC and the states had presented their case, the parties
reached afina settlement. The Court gpproved a provisiona stipulated find judgment and order on April
20, 2000. The settlement bars Gouldd, for life, from engaging in any multi-level marketing operations. It
aso ordersthat cash and corporate and individual assets be placed in the hands of the court-appointed
receiver for liquidation. The assets have an estimated liquidated value of $40 million to $50 million.
Proceeds from the sale of assets will be used for consumer redress and payment of certain court-
agpproved expenses, including the payment of states plaintiffs fees and costs and fees and coststo
defendants and private class action plaintiffs lavyers.

http://www.ftc.gov/opa/1999/9908/equinox1.htm (press release - complaint/ TRO)
http://www.ftc.gov/opa/2000/04/equinox.htm (press rel ease - settlement)

“Guaranteed” credit cards
99. FTCyv. Credit National, et al, 99 CV 07989 (C.D. Cdl. filed Aug. 5, 1999)
I Defendants: Credit National, Inc. and Mark Wolf, d/b/a Credit America 0(297)

I Defendants alegedly marketed "guaranteed approved” credit cards and lines of credit to consumersin
print, direct mail, and Internet ads and invited consumersto cal an "800" number. Consumers who cdled
the number were sent a packet of materias containing written guarantees of unsecured credit cards
regardless of past credit history, along with gpplications requiring a $28 fee. Consumers who paid the
fee recaived various credit card applications or nothing at al, rather than the promised credit cards.

I The FTC filed suit in federa court dleging violaions of the FTC Act and the Telemarketing Sdes Rule.

The Court granted the Commission’s motion for an ex parte Temporary Restraining Order with an asset
freeze and the gppointment of arecelver. A preliminary injunction was entered on August 23, 1999.

http://www.ftc.gov/opa/1999/9908/ operationafl.htm (press rel ease-sweep/complaint)

The FTC's 100" Case: cross-national action against page jacking and mouse trapping
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100. FTCv. CarlosPereirad/b/aatariz.com, Civil Action No. 99-1367-A (E.D. Va. filed Sept.
14, 1999)

I Defendants. Carlos Pereira, WTFRC, Pty Ltd., Guiseppe Nirta, Gregory Lasarado 0(301)

I Defendants alegedly engaged in “paggiacking” and “mouse trapping” to drive unsuspecting consumers
to adult stes and hold them there. According to the FTC, defendants first captured and made counterfeit
copies of over 25 million Web pages. They then inserted a“redirect” command in these counterfeit
pages and placed them under defendants Web gite, usudly at www.atariz.com. When consumers used
a search engine to look up information on the Internet, they sometimes pulled up listings for defendants
counterfeit Stes. Though these listings described pages devoted to recipes, kids games, automobiles or
other everyday topics, if aconsumer clicked on thelisting for a counterfet site, he was taken immediately
to sexudly explicit adult Web Stes operated by defendants. Once there, a consumer could not easily
leave because defendants disabled a consumer’s norma browser functions. If he tried to escape by
hitting the “back” or “closeit” buttons on his browser, the consumer would just receive more pages of
graphic sexua content.

1 On September 14, 1999, the Commission filed suit and aleged that defendants had violated Section 5
of the FTC Act. The FTC aleged that defendants had deceived consumers by pagejacking Web Stes
and mideading consumers about where they were going. The FTC dso dleged that defendants had
engaged inillegd and unfair practices when the mouse trapped consumers and preventing them from
leaving defendants sites. The Court granted the FTC’'s motion for an ex parte Temporary Restraining
Order with a provision to suspend severa of defendants domain name registrations. On September 21,
1999, the Court issued a Prdiminary Injunction and continued these suspensions.

1 The FTC cooperated closely with the Austrdian Competition and Consumer Commission in this case.
The ACCC executed search warrants on the business premises of the Australian defendants and looked
into possible crimina or civil actionsin that country.

1 The FTC amended its complaint and added Gregory Lasarado on February 9, 2000.

1 0On February 28, 2000, the Court entered default judgments and permanent injunctions against
WTFRC and Nirta, barring further “paggacking” or “mouse trgpping” and permanently suspending the
domain names they had used to perpetuate their scheme.

http://www.ftc.gov/opa/1999/9909/atariz.htm (press release - complaint/TRO)
Another large Web site cramming case - part of Small Business Sweep

101. FTCv. U.S Republic Communications, Inc., Civil Action No. H-99-3657 (S.D. Texasfiled
Oct. 21, 1999).

a7



I Defendants. U.S. Republic Communications, Inc. and T. Gary Remy X(303)

T Remy and U.S. Republic alegedly used tdlemarketers to target smal businesses, offering to design and
host Web stes on afreetrid bass. They clamed their service included "registering” the small businesses
Web sites with mgor Internet search engines to drive potentia cussomersto the stes. The small
businesses dlegedly were told that they would receive paperwork about the Web site and that no
charges would be incurred unless the business ordered the Web Ste on a permanent basis. Despite their
clams, U.S. Republic added charges of $25 a month to the telephone bills of smal businesses, often
when the defendants had not sent a sample Web site design or when the small businesses had regected
the offer. Many times the defendants continued to charge smal businesses even dfter they stated they
had "canceled.”

1 The FTC aleged violations of Section 5, and the defendants entered into a Stipulated Find Order to
sdtle these dlegations. The order bars the defendants from misrepresenting their Web ste services and
from misrepresenting that consumers are under no obligation and will not be charged during atria period.
The Order requires defendants to disclose, in certain instances, that they cannot guarantee that aWeb
stewill beindexed or listed by maor search engines. The Order a0 requires that gpproximeately
124,000 smd| businesses be notified that they may have aright to cancel their Web site and collect
redress.

I The Commission’s complaint and the Stipulated Fina Order werefiled on Oct. 21, 1999 in
federal digtrict court for the Southern Didtrict of Texas. Through the redress process, defendants
returned $2.8 million to consumers

http://www.ftc.gov/opa/1999/9910/republic2.htm (press release - complaint/stipulated final order)

Unsubstantiated body-building supplement claims

102. FTCv. AST Nutritional Concepts & Research, Inc., et al, Civ. No. 99-WI[-2197
(D. Colo. filed Nov. 15, 1999)

103. FTCv.MET-RX USA, Inc, et al. Civil Action No. SAC V-99-1407

(C.D. C4d. filed Nov. 15, 1999)

I Defendants: AST Nutritional Concepts & Research, Inc. and Paul Delia; Met-RX USA, Inc. and
Met-RX Subsirate Technology, Inc. x(307)

1 On their Web stes and through direct sales, magazines and retail stores, defendants alegedly advertised

that their hedlth supplements would increase strength and muscle mass "safely and with minima or no
negative sde effects” The companies androgen products contained various combinations of the steroid
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hormones androstenedione, androstenediol, norandrostenedione, and/or norandrostenediol. These
substances convert in the body to testosterone, estrogen, and/or other potent hormones, and alegedly
could pose safety risks and unwanted side effects Smilar to those of more potent hormones.

I The FTC chdlenged the companies lack of substantiation for the safety or lack of sde effects of their
products. Without admitting liability, the defendants entered into stipulated find orders which would
prohibit them from making unsubstantiated efficacy, performance or safety claims about their products.
The proposed orders aso would require the following labeling and advertising disclosure for any
androgen supplement for which any efficacy, performance, or safety claim is made;

WARNING: This product contains steroid hormones that may cause breast enlargement, testicle shrinkage,
and infertility in males, and increased facial and body hair, voice deepening, and clitoral enlargement in
females. Higher doses may increase these risks. If you are at risk for prostate or breast cancer you should not
use this product.

Finaly, the proposed orders aso would require the following labeling and advertisng disclosure for any
androgen supplement containing ephedra (also known as ephedrine):

WARNING: This product contains ephedra. Taking more than the recommended serving may result in heart
attack, stroke, seizure or death. Consult a health care practitioner prior to use if you have high blood pressure,
heart or thyroid disease, diabetes, difficulty urinating, prostate enlargement, or glaucoma, or are using any
prescription drug. Do not useif you are taking aMAO inhibitor or any allergy, asthma, or cold medication
containing ephedrine, pseudoephedrine, or phenylpropanolamine. Discontinue useif dizziness, sleeplessness,
loss of appetite, or nausea occurs.

http://www.ftc.gov/opal1999/9911/astmetrx.htm (complaints/stipul ated fina orders)

I The Commission’s complaints and the Stipulated Find Orders were filed on Nov. 15, 1999 in the
federd didtrict courts for the Digtrict of Colorado (AST) and the Centra Didtrict of Cdifornia (Met-Rx).

Y2K investment scheme

104. FTCv. Selket Precious Metals, Inc., et al (E.D. Cal. November 1999)

I Defendants. Selket Precious Metas Inc., and Paul H. Byus X(309)
I The defendants promoted two types of investments through Internet promotions and follow-up
telephone pitches: shares of stock in Selket and certificates redeemable for gold from the company's
mine. Potentid investors alegedly were assured that an investment in Selket stock would gppreciate,

because Y 2K related concerns would drive up the price of gold, and that gold certificates purchased
would be just like money in the chaos following January 1, 2000.
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I The Commission dleged that defendants made fase claims about short-term investment returns and
risk. The company entered into a gtipulated fina judgment which bars Selket from making fdse
representations about the potentia risk and return of investmentsin its mining operations, that its mine will
be operationa in any given period of time, that the value of any ore deposits has been proven, or that a
known quantity of ore will be mined. In addition, the proposed order broadly prohibits Selket from
misrepresenting the risk, vaue or any other fact materid to any investment or investment offering.

I The complaint and stipulated find judgment were filed in the United States Didtrict Court, Eastern
Didtrict of Cdiforniaon November 16, 1999.

http://www.ftc.gov/opa/1999/9911/sel ket.htm (press rel ease-complaint/final order)
Defective HI'V home test kits
105. FTC v. Cyberlinx, Civ.Act.#CV-599-1564-PMP-LRL (D. Nev. November 1999)
I Defendants: Cyberlinx and Jeffrey Stein x(311)

I Defendants marketed HIV home test kits on the Internet and claimed that the tests accurately detected
HIV infection in humans. However, the FDA tested the kits sold by Cyberlinx using blood serum
samples known to contain antibodies to HIV (HIV-postive) and found that the test kits failed to
consstently detect the presence of antibodiesto HIV. On Jduly 8, 1999, the FDA notified Cyberlinx's
customers about the inaccurate test kit results. According to the FDA notification letter, the test kits were
labeled "HIV Y2 STAT-PAK Ultra Fagt."

I The Commission aleged that defendants falsely represented the accuracy of their HIV test kits.
Cyberlinx and Stein entered a gtipulated fina order which imposed alifetime ban on them from marketing
or selling any HIV home test kit. The order dso required them to post a $500,000 bond, or a
$1,000,000 if acting jointly, if they ever wished to market or sell any other medica device. Cyberlinx and
Stein were required to pay the FTC money they received from the sde of their HIV test kits and were
barred from trandferring, disclosng, or sdling information regarding any person who paid any money to
ether of them in connection with the purchase of any HIV home test kit.

http://www.ftc.gov/opa/1999/9911/cyberlinx.htm (press release - complaint/final order)

106. FTCv. David M. Rothbart and Medimax Inc., Case No. 99-1485-Civ-ORL-LSA (M.D.
Fla filed Nov. 22, 1999)

I Defendant: David M. Rothbart and Medimax Inc. X(313)
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I Rothbart's Web site, www.medimaxrx.com, offered severd tests for avariety of diseases or conditions.
The site prominently featured an HIV “rapid tet” that was supposed to accurately detect HIV infection
in human blood in 15 minutes. The FTC dleged that thisHIV test was not gpproved for sdein the
United States and that “nine of ten of Rothbart's HIV tests provided fal se negative results when tested
with HIV-postive blood; the tenth test did not work at al.”

I The Commission filed suit under sedl on Nov. 22, dleging that Rothbart had violated Sections 5(a) and
12 of the FTC Act. The Court granted the FTC's motion for a Temporary Restraining Order, stopping
him from engaging in the marketing or sde of HIV tests and freezing his assets.

http://www.ftc.gov/opa/1999/9912/medimax.htm (press release - complaint)
http://www.ftc.gov/opa/2000/03/medimax3.htm

Rolling Internet Pyramid Sweep — another pyramid promoting health products

107. FTCv.John T. Palk, Civil Action No. JFM 99CV 3679 (D. Md. filed Dec. 9, 1999)

I Defendants. John T. Polk, Patrick Farah, Peter Hirsch, USAsurance Group, Inc., AKAHI Corp.,
AKAHI.COM, Inc., 2XTREME Performance International, LLC., and AFEW, Inc. x(321)

I Defendants alegedly used Web sites, direct mail, infomercias, tdlemarketing and seminars to convince
consumers they could make subgtantia income by investing in their multi-level marketing scheme, which
marketed nutritional supplements, beauty, weight-loss and other products. Defendants adso alegedly
clamed their recruiting tools -- caled “Businessesin a Box”-- would generate a pecific leve of earnings
and help develop aninvestor’s “downline.” The FTC dleged that defendants earnings clamswere false,
that 2Xtreme was actudly a pyramid scheme, and that 2Xtreme provided deceptive promotiona
materids and other 'means and insgrumentalities to violate federd law.

I The FTC filed suit on Dec. 9, 1999 and requested entry of a preliminary injunction. Defendants Peter
Hirsch, John T. Polk, and AFEW, Inc. stipulated to the entry of a preiminary injunction againgt them.
After atwo-day hearing that concluded February 25, 2000, the Court issued a preiminary injunction
agang the remaining defendants, prohibiting them from operating illegal pyramid schemes and from
making misrepresentations pending trid. The injunctions dso froze the individua and corporate assets to
preserve them for consumer redress

1 On September 5, 2000 the Commission approved a Stipulated Final Judgment and Order with Peter
Hirsch.

1 On January 29, 20001, the FTC announced that the remaining defendants, Polk, Farah and AFEW,
agreed to settle Federd Trade Commission charges that the scheme violated federa law. The settlements
contain alifetime ban on the defendants from any involvement in any multi-level marketing program. One
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defendant, John T. Polk, will aso be banned from involvement in any business opportunity offer and
barred from sdling or sharing any information about the consumers who joined the pyramid. Defendant
Petrick Farah will be barred from misrepresenting business opportunities. The settlements contain
judgments totaling $2.5 million, $1.4 million of which will be suspended based on financid disclosures
provided by the defendants. Should the disclosure documents be found to be inaccurate, the entire $2.5
million will become immediatdly payable. The Commission vote to accept the consent judgments was 5-
0.

http://www.ftc.gov/opal1999/9912/2xtreme.htm(press rel ease-complaint)
http://www.ftc.gov/opa/2000/04/2xtreme.htm (press release - prelim injunction)

http://www.ftc.gov/opa/2001/01/2xtreme.htm (press rel ease - stipulated final judgments)

Privacy violations and deceptive spam

108. FTC v. Reverseauction.com, Inc. Civil Action No. 000032 (D.D.C. filed Jan. 2000)

I Defendant: Reverseauction.com, Inc. x(322)

1 According to the FTC, ReverseAuction alegedly agreed to comply with eBay’s User Agreement and
Privacy Policy, only to harvest eBay users persondly identifying information and spam eBay members
with a message stating thet their user 1D’ s "will EXPIRE soon.” According to the FTC's complaint,
ReverseAuction violated the law when it violated the eBay User Agreement and Privacy Policy, sent
deceptive spam, and misrepresented that eBay authorized the mailing.

1 The FTC obtained a tipulated consent agreement and final order from ReverseAuction, which bars
ReverseAuction from misrepresenting that it will comply with another Ste's privacy policy, thet
consumer’s user IDswill expire, or that another site has authorized use of consumers persond
information. The order aso requires ReverseAuction to provide notice to consumers who, as aresult of
recelving ReverseAuction's spam, registered or will register with ReverseAuction. In addition, the order
requires ReverseAuction to delete, and refrain from using or disclosing, the persond identifying
information of eBay members who received ReverseAuction's spam but who have not registered with
ReverseAuction. Findly, the settlement requires ReverseAuction to disclose its own privacy policy and
maintain records to dlow the FTC to monitor compliance.

http://www.ftc.gov/opa/2000/01/reversed.htm (press rel ease - complaint/final order)
Wholesaler of defective HIV test kits
109. FTCv. Alfa Scientific Designs, Inc.

I Defendant: Alfa Scientific Designs, Inc. (SD Cal January 13, 2000) x(323)
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I Alfa Scientific alegedly sold deceptive HIV test kits online to ditributors such as Medimax, named
previoudy in an FTC action. Alfa Scientific’'s Web ste offered test kitsin bulk and clamed thet its HIV
tests detected HIV antibodies in human whole blood or serum with "very high specificity and sengitivity.”
However, according to an FTC expert’ s report, in most instances, when tested with HIV-positive whole
blood samples, Alfa Scientific's tests produced fal se negative results.

1 The FTC filed suit, claming that the company misrepresented thet its tests accurately detected HIV
infection, in violation of Section 5(a) and 12 of the FTC Act. Alfa Scientific dipulated to a preliminary
injunction that prohibits it from advertisng or sdling any HIV test kits and from misrepresenting any
materia facts about, or the accuracy of, any HIV test kit pending afull trid.

1 On January 16, 2001, the Commission announced that it had settled its lawsuit againgt Alfa Scientific,
and amended its complaint to name as additiona defendants Alfa Scientific's President, Naishu Wang,
M.D., Pn.D., and the company's Chief Executive Officer, David F. H. Zhou, M.D., Ph.D. The
Commission dleged in its amended complaint that Alfa, Wang and Zhou violated federd law when they
represented on their Internet Site that their "Alfa HIV-1/2 Rapid Tests' accurately detected HIV infection
in human blood. According to the FTC, independent tests showed that Alfas HIV tests produced fase
negative results when tested with HIV-positive whole blood samples.

I The settlement prohibits Alfa, Wang and Zhou from making false or mideading representationsin
connection with the advertising or sde of any HIV test, or any other medica device not approved by the
U.S. Food and Drug Adminigtration, including any claims regarding the accuracy of the tests. The
settlement aso requires the defendants to notify the Commission of any complaints or refund requestsin
the future and alows the Commission, for aperiod of five years, to randomly sdlect and test any HIV test

or other unapproved device for accuracy.
http://www.ftc.gov/opa/2000/01/alfa.htm (press release - complaint/prelim injunction)
http://www.ftc.gov/opa/2001/01/chembio.htm (press release - complaint, order, statement of Commissioner Swindl€)

Project Biz-illion$ — deceptive business opportunities

110. FTCv. AMP Publications, No. SACV 00-112 AHS-ANX (C.D. Cal. filed Feb. 1, 2000)

111. FTCv.HomeProfessions, Inc. Civ. No. SACV 00-111-AHA (EEx) (C.D. Cdl. filed Feb. 1,
2000),

112. FTC v.Innovative Productionsand Shane D. Walls, No. 3-00CV0312-D (N.D. Tex. filed
Feb. 10, 2000)

113. FTCv. MediWorks, Inc., Civil No. 00-01079CAS (MANX) (C.D. Ca. filed Feb. 1, 2000)

114. FTCv. Transworld Enterprises, Inc., No. 00 8126-CIV-GRAHAM (S.D. Fla filed Feb. 17,
2000)

115. U.S.v. DouglasC. McGlothlin, Civ. No. 00-0243 (D. Ariz.), filed Feb. 9, 2000.

116. U.S.v. Worldwide Coffeg, Inc., 00-8137 Civ. No. (S.D. Fa), filed Feb. 11, 2000.

53



I Defendants AMP-- AMP Publications, Inc., Computer and Web Publications, Inc., Ranjit Narayan,
Ann Kellty; Home Professions — Home Professions, Inc., Telesa escenter.com, Michadl Petok;
Innovative Productions -- Innovative Productions and Shane D. Walls, Mediworks— Mediworks, Inc.;
Mediworks, MediDigtribution, Inc.; United Lega Assoc. d/b/a United Medical Assoc.; Robert Sedls,
Tate Stringer; Cory Dixon d/b/a Medipros; and Corinna Krueger; Transworld — Transworld
Enterprises, Inc., d/lb/aATM Intl., Mark Goldstein ak/a Mark Davis, and James A. Mackey, Jr.;
McGilothlin — Douglas C. McGlaothlin and Anthony Simeonov, both d/b/ant’l Cigar Consortium;
Worldwide Coffee— Worldwide Coffee, Inc., Jeffrey M. Sdlley and Terri Sdley, 0(348)

1 The FTC, the Justice Department and law enforcement officials from 29 states announced Project
Biz-illion$, amulti-pronged attack on business opportunity scams. As part of the sweep, the FTC, the
Office of Consumer Litigation of the Department of Jugtice, Sate attorneys genera and state securities
officiasfiled over 68 cases againg these deceptive schemes. The cases ligted here involved solicitations
made via Internet Web Stes or email.

I The defendants here dlegedly promised substantial income through work-at-home (AMP), medica
billing (Home Professions, Mediworks), envelope stuffing (Innovative Productions), ATM vending
(Transworld), cigar vending (McGlothlin), or coffee vending (Worldwide Coffee) opportunities. The
FTC aleged that defendants specific earnings clams were fase in violation of the FTC Act, and in some
cases, that the defendants failed to provide an earnings claim document as required by the FTC's
Franchiss Rule.

http://www.ftc.gov/opa/2000/03/biz.htm (press release - sweep)

Operation Cure.All2 cases -- one with deceptive “ metatags’ “ mouseover text” and hyperlinks

117. CMO Digtribution Centersof America, Inc., File No. 982 3180 (April 2000)
118. EHP Products, Inc. File No. 982 3181 (April 2000)
119. Michad D. Miller d/b/a Natural Heritage Enterprises, File No. 992 3225 (April 2000)

I Respondents: CMO Didtribution Centers of America, Inc and Kaon Samulonis; EHP Products, Inc.
and Elaine H. Parrish; and Michael D. Miller d/lb/a Naturd Heritage Enterprises X(353)

1 The FTC aleged that defendants sold products containing cetylmyristoleate (CMO) or Essac
Teaand that they touted their products as being effective trestments or cures for various diseases,
including arthritis, cancer, diabetes and AIDS, without adequate substantiation to support the claims.

I The FTC dleged that EHP and Miller used “metatags’ to further their deceptive clams. Metatags are
imbedded in aWeb site's source code and do not appear on a Web page visible to the consumer.
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Metatags are used by search engines to index and categorize Web stes. Here, EHP allegedly inserted
keywords like “arthritis cure” and “medicd breskthrough” in its metatags, and Miller dlegedly inserted
terms like “cancer treatment” and “cancer cures’ in hismetatags. Miller aso dlegedly attached text tags
like “cures brain cancer” and “cures lupus’ to graphicsfiles on his ste — text tags that would appear when
aconsumer’s cursor ran over graphicsimages. Findly, Miller dso dlegedly linked consumersto other
Web stes that purportedly gave independent information about Essiac Tea, but in fact were created by
Miller imsdf. These technical tricks, according to the FTC, exacerbated the deceptive nature of
respondents claims.

I The FTC reached settlements with all the respondentsin these cases. The consent orders bar Miller,
CMO Didtribution and EHP from making unsubstantiated claims for their repective products and for any
food, drug, dietary supplement or program and from misrepresenting the results of any tests, study or
research. The settlements aso bar respondents from making any representations about the performance,
safety, efficacy or hedth benefits of their products or any other food, dietary supplement or drug, without
adequate substantiation. The orders require CMO

Digtribution and EHP to offer full refunds to consumers who purchased their products and to notify their
digtributors of the settlements and to monitor their future advertising. The settlement with Miller would
require him to pay $17,500 in consumer redress and to notify purchasersthat Essac

Tea has not been demongtrated to be an effective remedy in fighting cancer or any other disease.

http://www.ftc.gov/opa/2000/04/cure-all2.htm (press release - complaints & consents)
“Alternative” cigarettes - deceptive health claims
120. Alternative Cigarettes, Inc., Dkt No. C-3956 (April 2000)
I Respondents. Alternative Cigarettes, Inc., and Joseph Pandolfino X(355)

I Alternative Cigarettes marketed "Pure’ and "Gold" tobacco cigarettes, aswell as"Herbd Gold" and
"Magic" herba cigarettes through a Web ste at www.altcigs.com and through other media. The FTC
aleged that the company’ s advertisements implied, without a reasonable basis, that their tobacco-
containing cigarettes were safer to smoke than other cigarettes because they contain no additives. The
Commission aso dleged that the company fasaly implied that smoking its herba cigarettes did not pose
the health risks associated with smoking tobacco cigarettes.

1 Under a settlement findized on June 14, 2000, the company agreed to disclose prominently in future
ads making a"no additives’ clam: "No additives in our tobacco does NOT mean a safer cigarette.” It
aso agreed to disclose prominently on packages and in ads for herbd cigarettesthat: "Herba cigarettes
are dangerous to your hedlth. They produce tar and carbon monoxide.”
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http://www.ftc.gov/opa/2000/04/alt-cigs.htm (press rel ease-complaint & consent)
Deceptive online auto lease ads

121. R.N.Motors, Inc. Docket No. C-3947 (April 2000)
122. Simmons Rockwell Ford Mercury, Inc., Docket No. C-3950 (April 2000)

I Respondents: R.N. Motors, Inc., Red Noland Cadillac, Inc., and Nelson B. Noland; Simmons
Rockwel Ford Mercury, Inc.; Simmons Rockwel Autoplaza, Inc.; Don Simmons, Inc.; Donald M.
Simmons, 11., and Richard L. Rockwell. X(363)

I Defendants advertised auto leasing costs on their Internet Web sites. According to the FTC, the ads
ather failed to reved the true lease codts, including costs due at lease inception, or buried key cost
information in inconspicuous or unreadable fine print. The FTC charged that such practices violated the
Consumer Leasing Act (CLA) and were mideading, in violation of the FTC Act.

T Under a settlement finalized on June 6, 2000, defendants are barred from misrepresenting the costs or
terms of vehicle leasing, including the amount due at lease inception. Various advertisng regtrictions apply
to the defendants, including a prohibitions on disseminating lease promotions that State payment amounts,
or date that any or no initid payment isrequired at lease Sgning or delivery, unless the ads dso clearly
and congpicuoudy disclose other key lease information, such asthe total amount due at lease inception.

http://www.ftc.gov/opa/2000/04/leasingl.htm (press rel ease-complaint & consent)

Deceptive weight-loss claims

123. FTCv. Enforma Natural Products, Inc. Civil Action No.: 04376JSL(CWXx) (C.D. Cdl. filed
April 25, 2000).

I Defendants: Enforma Natural Products, Inc., Andrew Grey, and Fred Zinos X(367)

I The defendants sold weight-loss pills caled "Fat Trapper” and "Exercise In A Bottle' through televison
infomercids and their Web site at www.enformanatural.com. The FTC dleged that have settled FTC
charges that they made false and unsubstantiated weight loss clamsin thelr advertisng of "The Enforma
System.”

1 The FTC obtained two Stipulated Find Ordersto settleits allegations. Both orders 1) prohibit the
defendants from making unsubstantiated claims that any product, service or program causes or maintains
weight loss or avoids weight gain without dieting or exercise, prevents fat absorption, increases
metabolism, burnsfat, or alowsweight loss even if users eat high fat foods, 2) require that future weight
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loss claims be accompanied by a clear and prominent disclosure that reducing caorie intake and/or
exercisng more is necessary to lose weight; 3) require that the defendants have scientific substantiation
for any claims about the hedlth or weight loss benefits, performance, safety or efficacy of any product,
service or program; and 4) prohibit false claims about the existence or results of any tests, sudies, or
research. The Stipulated Order with Enforma Natura Products and Grey required that they pay to the
FTC $10 million as consumer redress.

http://www.ftc.gov/opa/2000/04/enforma.htm (press rel ease-complaint & consent)
Day trading cases

124, ComputradeLLC, File No. 002-3085 (May 2000)
125.  Ellery Coleman, File No. 002 3053 (May 2000)
126. Michad G. Chrisman and Michelle R. Chrisman, File No. 002 3113 (May 2000)

1 Respondents. Computrade LLC and Bernard Lewis; Ellery Coleman d/b/a Granite Investments
Michael G. Chrisman and Michdle R. Chrisman D/b/a Daytrading Internationa 0(372)

1 Aspart of a sweep conducted with the SEC and CFTC, the FTC targeted deceptive Internet “day
trading” operations that sold combinations of 'real time' training, software programs, trading manuas, e-
mail newdetters, and mentoring services for prices ranging from $79 to $4995. The FTC dleged that
defendants promoted their systems using phony testimoniads and clamssuch as”. . . Make money
regardless of the market going up or down,” ™. . . return on account of 2041%," ". . . this service has
returned an average of 167% annudly.” The FTC charged the operators with making unsubstantiated or
fdse earnings dams or testimonia and deceptive claims about the risks of trading.

I The FTC obtained consent orders that bar fdse clams, including clams that day trading involves little or
no financid risk. All of the settlements require respondents to have subgtantiation for any earnings clams
about income or profit or about any financia benefit from the purchase or use of any trading program.
The settlements dso require that future advertisements contain the disclosure, "DAY TRADING involves
high risksand YOU can LOSE alot of money." "CURRENCY TRADING" and "FUTURES
TRADING" would be subgtituted where appropriate.

http://www.ftc.gov/opa/2000/05/daytrading.htm(press rel ease-complaints & consents)

“Free” or low-cost PC’'s

127. BUY.COM Inc., FileNo. 992 3282 (June 2000)
128. Value America, Inc., File No. 992 3206 (June 2000)
129.  Office Depot, Inc., File No. 992 3313 (June 2000)
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Respondents: BUY.COM Inc., Vaue America, Inc., Office Depoat, Inc. 0(375)

1 The FTC aleged that three retailers deceptively advertised the totd costs of different computer systems
by failing to inform consumers adequately that they would have to make a subgtantia up-front payment
for a“freg’ or low-cost system, that consumers had to commit to a three-year contract with an Internet
service provider, and that various other restrictions would apply, such as a penaty for early termination of
the Internet service. The challenged advertisements gppeared in newspapers, magazines, infomercias,
radio, online banner ads and on company Web sites.

1 The FTC obtained consent orders from dl three retailers that prohibit any misrepresenting price or cost
to consumers of any computer, computer-related product or Internet access service. If the companies
advertise aprice or rebate that is conditioned on the purchase of any other product or service, the
companies must disclose clearly and conspicuoudy both that requirement and the price of the other
product and service. The orders require clear disclosure of other restrictions, and the BUY.COM and
Vaue America orders require clear and conspicuous disclosures of the amounts of any rebates and the
before-rebate price. The Vaue American order requires the company to comply with the Mail Order
Rule and to cancel orders and provide refunds to all customers who ordered a product before the
agreement isfina and whose order is more than 10 days late.

http://www.ftc.gov/opa/2000/06/comp629.htm (press rel ease-complaints & consents)
Another Cure.all case - deceptive shark cartilage promotions
130. FTCv.LaneLabsUSA, Inc., et al Civil ActionNo. (D.N.J. filed June 28, 2000)

I Defendants: Lane Labs-USA, Inc., Cartilage Consultants, Inc., I. William Lane, and Andrew J. Lane
X(379)

1 The FTC aleged that defendants engaged in a common enterprise to deceptively market BeneFin - a
shark cartilage product -- and SkinAnswer - a skin cream - to consumer's as cancer trestments. The
FTC dleged that defendants had no substantiation for their treatment claims and falsely represented that
the FDA had evauated BeneFin and that clinica studies had shown BeneFin and SkinAnswer to be
effective in preventing, treating, and curing cancer. The FTC dleged that Lane Labs bolstered its
deceptive clams with embedded terms such as "non-toxic cancer thergpy,” "cancer treetment” and
"cancer survivor” in its Web sites "metatags.”

1 The FTC obtained two separated Stipulated Final Orders which prohibit defendants from making
unsubgtantiated claims about any food, drug, or dietary supplement, including unsubstantiated claims that
BeneFin (or any other shark cartilage product) or SkinAnswer (or any other glycoakaoid product,
prevents, treats or cures cancer. The orders prohibit defendants from making false claims about any
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tests, studies, or research and from misrepresenting that any government agency has evauated the
efficacy or safety of any food, drug, or dietary supplement. The order with Lane Labs required payment
of a$1 million judgment, $550,000 to the FTC and $450,000 for aclinical study of shark cartilage
sponsored by the National Cancer Ingtitute and Lane Labs.

http://www.ftc.gov/opa/2000/06/lanel abs.htm (complaint and settlement)

Thefirst COPPA case -- privacy violation by failed dotcom

131. FTCyv. Toysmart.com, LLC, No. 00-11341-RGS, (D. Mass. filed July 10, 2000, anended
July 21, 2000).

I Defendants: Toysmart.com, LLC, and Toysmart.com, Inc. 0(381)

1 0On July 10, 2000 the FTC file suit dleging that Toysmart had misrepresented it would "never” disclose,
s, or offer for sde consumers persona information to third parties. On July 21%, the FTC announced
that it would file an amended complaint dleging that Toysmart had aso collected names, e-mail
addresses, and ages of children under 13 without notifying parents or obtaining parental consent, as
required under the Children’s Online Privacy Protection Act (COPPA), 15 U.S.C. 88 6503 and 16
C.F.R. 8888 312.3-312.5. The FTC sallegations arose after Toysmart began soliciting bids for its
assts, including customer information, through its Web Ste and mgjor newspapers.

1 The FTC stled its charges with Toysmart, proposing afedera digtrict court order that would require
Toysmart to delete any information collected in violation of COPPA, prohibit Toysmart from
misrepresenting its information collection practices, and bar the company from disclosing customer
information, except as allowed by arelated Bankruptcy Order. As part of the settlement, a proposed
Bankruptcy order would alow the company to sdll its customer information to a“ Qudified Buyer” that
would take over Toysmart’s Web ste and adhere to Toysmart’s privacy policies as its successor-in-
interest. Customers would be required to give their affirmative consent (“opt-in") to any new uses for
their information.

10On August 17, 2000, the Bankruptcy Court rejected a motion by Toysmart to enter into a settlement
with the FTC, dating that the court would impose no pre-set restrictions on the sale of Toysmart’s assets
since no buyer had come forward. The Court indicated it would hear objections to an asset sdeif anew
buyer made an offer.

http://www.ftc.gov/opa/2000/07/toysmart2.htm (press release -complaint and settlement)

Online pharmacies - false medical and privacy claims

132.  FTCv.Sandral.Rennert, et al., CV-S-00-0861-JBR) (D. Nev. filed July 6, 2000)
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I Defendants. Sandra L. Rennert, Philip Rennert, Lyle Mortensen, International Outsourcing Group, Inc.,
Focus Medica Group, Inc., Trimline, Inc., Affordable Accents, Inc., World Wide RX, Inc., World Wide
Medicine, Inc., PSRenn, Inc., and Doctors A.SA.P., Inc. X(392)

1 Operators of agroup of Online pharmacies that promoted themselves touting medical and
pharmaceuticd facilities they didn't actudly have and making privacy and confidentiality assurances they
didn't keep. The FTC aleged that www.wor | dwidemedi cine.com, www.focusmedical .com and other
Web gtes clamed they operated a“full-service clinic with afull-time steff ... [and] alicensed medica
physicians network,” when they actualy employed only one out-state doctor who was paid $10 for every
Viagrarequest that he approved. The FTC aso dleged that defendants had no “on-site pharmacy” as
dtated, that they misrepresented the security and encryption used to protect consumers information, and
that they used information in a manner contrary to their stated purpose. Findly, the FTC aleged that
defendants sent "spam” to 11,000 customers informing them that their credit cards would be billed $50
for "Y 2K Remediation.”

I The settlement with defendants prohibits their deceptive clams; requires disclosures about medicad and
pharmaceutica relationships; bars the billing of charge cards without consumer authorization; prohibits
disclosure of the information collected from consumers without the consumers authorizetion; and,
requires them to notify consumers of their practices regarding the collection and use of consumers
persond identifying information. The settlement also requires defendants to disclose on any Web ste
offering prescription drugs, "Dispensing a prescription drug without avaid prescription isaviolation of
Federd law. More information on purchasing prescription drugs Onlineis avallable & www.fda.gov.”

http://www.ftc.gov/opa/2000/07/iog.htm (press release- complaint & settlement)

Unauthorized credit card charges and deceptive adult verification claims
133. FTCv. XpicsPublishing, Inc. (CD Cd July 2000)
I Defendants: Xpics Publishing, Inc. and Mario G. Carmona and Brian M. Shuster X(395)

1 The FTC dleged that X pics misrepresented that consumers could obtain adult images online for “freg”
or for a“freg’ trid period by submitting credit card information for “age verification” purposes. The FTC
aleged that Xpics used this credit card information to charge consumers for their purportedly “free”’
sarvices and then made it difficult for consumersto cancd. The FTC dleged that Xpics even upgraded
consumers to more expendve services rather than honor their cancellation requests.

1 The FTC obtained a Stipulated Final Judgement and Order from defendants that required them to issue

refunds to consumers who respond to host a banner ad on Y ahoo at
http://dir.yahoo.com/Society and Culture/Sexudity/Activities and
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_Practices. Thisbanner ad directed consumers

http://www.ftc.gov/opa/2000/07/xpicspublishing.htm (press rel ease- complaint & settlement)

Project TooLate.com -Mail Order Rule violations by e-tailers

134. U.S.v.CDnow, Inc., and CDnow Online, Inc. (E.D. Penn.) (August 2000)

135. U.S.v. Southdale Kay-Bee Toy, Inc., (D. Minn.) (August 2000)

136. U.S.v. Federated Department Stores, Inc., (D. Del.) (August 2000)

137. U.S.v. Franklin W. Bishop, (N.D. Cal.) (August 2000)

138. U.S.v. TheOriginal Honey Baked Ham Company of Georgia, Inc. (N.D. Ga.)) (August
2000)

139. U.S. v. Patriot Computer Corporation (N.D. Tex.) (August 2000)

140. U.S.v. Toysrus.com, LLC, (D.N.J.) (August 2000)

I Defendants. CDnow, Inc., CDnow Online, Inc.; Southdae Kay-Bee Toy, Inc., KBkids.com LLC,
Federated Department Stores, Inc., Macys.com, Inc. ; Franklin W. Bishop d/b/a Minidiscnow.com; The
Original Honey Baked Ham Company of Georgia, Inc.; Patriot Computer Corporation; Toysrus.com,
LLC, and Toysrus.com, Inc. X(406)

1 The FTC dleged that seven large Internet e-tallers failed to comply with the Mail Order Rule during the
1999 holiday shopping season. The FTC aleged that dl seven companiesfailed to offer buyersatimey
option ether to consent to adelay in shipping or to cancel their ordersand  grant prompt refunds. The
FTC dleged that sx companies (dl but CDnow) sent no notices as required by the Rule and failed to
deem certain orders canceled. Four defendants (K Bkids.com, Macys.com, Toysrus.com, and
Minidiscnow.com) were charged with taking orders without a reasonable basis for their shipping
representations.

1 The FTC obtained consent decrees with al seven companies and civil pendties totaing $1.5 million.
Macys.com was required to fund an Internet consumer education campaign about the Mail Order Rule.
The pendty amounts against KBkids.com, Toysrus.com, and The Origind Honey Baked Ham Co. took
into account money the companies spent in mitigating consumer injury. CDnow's $300,000 pendty was
waived except for $100,000 due to its poor financid condition. Minidiscnow.com, was required to
reimburse each consumer who had ordered, but not received, any of the company's products. The
consent decrees contained injunctive provisions prohibiting future Rule violations and required
compliance reports within 120 days of the decrees demonstrating procedures to comply with the Rule.

http://www.ftc.gov/opa/2000/07/toolate.htm (press release- complaint & settlement)

A deceptive franchise opportunity
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141. FTCv. TheCar Wash GuysInternational, Inc., et al. Civil Action No. 00-8197 abc
(RNBX) (C.D. Cal. filed July 31, 2000).

I Defendants: The Car Wash Guys Intl., Inc.,Wash Guy.com, Inc., Lance Window, I11, Michelle
Portney, A/k/aMichelle Window X(410)

1 The FTC dleged that defendants misrepresented their mobile car wash franchise opportunities to
consumers through www.car washguys.com and www.washguy.com, promotiona videos, CDs, and in-
person and telephonic sdes presentations. The FTC dleged that defendants misrepresented that their
franchises were “turn-key” operations and that consumers could reasonably expect to earn profits of
$4000 t0$10,000 per month per unit. The FTC aso charged defendants with violating the Franchise
Rule by making earnings claims without handing out a required earnings clam document and by
contradicting their own disclamers.

I The FTC filed suit on July 31, 2000 under sedl, and the Court granted the FTC's ex parte motion for a
temporary restraining order and an asset freeze. In August, the parties entered into a Stipul ated
Preliminary Injunction that prohibited further misrepresentations and violations of the Franchise Rule and
maintained a freeze on most of defendants assets.

I The dtipulated find order for permanent injunction, which was approved by the court on February 28,
2001, prohibits the defendants from making the types of misrepresentations adleged in the complaint and
from misrepresenting the Sze of their business operation or the number or identities of their purchasers.
The settlement dso prohibits the defendants from making any representation concerning any franchise or
bus ness venture unless they have a reasonable basis for making such representation and possess written
subgtantiation. In addition, the defendants are prohibited from violating the Franchise Rule in the future.
The settlement further prohibits the defendants from taking any legd actions to enforce franchise
agreements executed before the start of the Commission's enforcement action and from collecting on
promissory notes sgned by franchisees.

! The settlement contains a™ri ght to reopen” provison that would trigger a monetary judgment of at least
$320,000 if the FTC finds that the defendants misrepresented their financia condition. Finaly, the
Settlement contains various recordkeeeping provisons to assist the FTC in monitoring the defendants
compliance.

I The Commission vote to authorize saff to file a stipulated find order for permanent injunction was 5-0.
The settlement was filed in the U.S. Digtrict Court, Centrd Didtrict of Cdifornia, Western Divison, in Los
Angeles, on February 26, 2001.

http://www.ftc.gov/opa/2000/08/car-wash.htm (press rel ease - complaint & TRO)
http:/Aww.ftc.gov/opal2001/03/carwash2.htm (press release - stipulated final order)
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Deceptive health claimsfor joint pain and ADHD
142. IntheMatter of SmartScience Laboratories, Inc. File No. 992 3274 (August 2000)
I Respondents: SmartScience Laboratories, Inc. and Gene C. Welitz. 0(412)

I The FTC aleged that SmartScience Laboratories and Weitz made unsubstantiated claims, through
magjor newspapers and magazines and their Web ste at www.j ointflex.com, that their JointFlex product
provided more pain relief than other over-the-counter pain creams; that its glucosamine and chondroitin
sulfate contributed to pain relief when applied topicdly; and that testimonias from consumers gppearing in
their ads represented the typical or ordinary experiences of consumers who use the product. The FTC
aso alleged that respondents’ ads fasdy portrayed the results of a consumer study and the experiences
of two consumers who provided testimonials.

I The FTC obtained a consent agreement that prohibits SmartScience and Weitz from making
unsubgtantiated claims about the efficacy of JointFlex or any drug or dietary supplement in reducing,
relieving or iminating pain, or about the hedth benefits, performance, safety or efficacy of a product
The settlement aso bars misrepresentations about test results, studies, surveys and research with respect
to any product and requires that testimonias be truthful and not deceptive.

http://www.ftc.gov/opa/2000/08/smartscience.htm (press release - complaint and consent)
http://www.ftc.gov/opa/2000/11/fyi0057.htm (press rel ease finalizing settlement)

143. IntheMatter of Natural Organics, Inc., Docket No. 9294 (August 2000)
I Respondents: Natural Organics, Inc. and Gerdd A. Kesder. 0(414)

1 The FTC aleged that Natural Organics, Inc., doing business as “Nature' s Plus,” advertised through
print ads, a brochure, an informationd letter, and its Web Ste and made unsubstantiated claims thet its
product Pedi-Active A.D.D. would treat or mitigate Attention Deficit Hyperactivity Disorder (ADHD) or
its symptoms, including inattention and poor scholastic performance.

I In a consent reached with respondents, the notice order prohibits Natural Organics from claiming that
any food, drug or dietary supplement will improve the atention soan of children; will improve the
scholastic performance of children; or can treet or mitigate ADHD or its symptoms, unlessthe clams are
substantiated by competent and rdligble scientific evidence. The order also would prohibit Natura
Organics from usng the name"A.D.D." or any other name that represents that the product can treat or
mitigate ADHD, in connection with the sale of Pedi-Active A.D.D. or any other substantiadly similar
product, unless Natural Organics could subgtantiate its clams. In addition, the notice order would prohibit
repondents from making any unsubgtantiated claims about the hedlth benefits, performance, or efficacy
of any food, drug or dietary supplement. The order would alow respondents to make representations
specificaly permitted by the FDA.

http://www.ftc.gov/opa/2000/08/natorgani cs.htm (press release - complaint and consent)
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Operation Travel Unravel case
144. FTCv.EpicResorts, LLC (M.D. Ha filed Aug. 14, 2000)
I Defendants: Epic Resorts, LLC, Epic Travel, LLC, Thomas Hatley, and Scott Egelkamp. (418)

1 The FTC filed suit in federa court on Aug. 14, 2000, charging that Epic sent consumers unsolicited e-
mails and faxes and invited them to call defendants telemarketers about Forida and Bahamas vacation
packages. That FTC aleged that, through these solicitations and outbound telemarketing calls,
defendants violated the FTC Act and the Tdemarketing Sdes Rule (TSR) by misrepresenting that
consumers had won or been specidly selected to receive a vacation package and by deceliving
consumers about the total cost and the materia restrictions and conditions related to defendants vacetion
packages. The FTC aso aleged that defendants violated the TSR when they called back consumers
who said they wanted no more phone cdls.

http://www.ftc.gov/opa/2000/08/travel unravel .htm(press rel ease-complaint)
Playgirl and High Society adult credit card scheme

145. FTC and State of New York v. The Crescent Publishing Group, Inc., et al. Civil Action
No. 00CV6315 (S.D.N.Y. filed Aug. 23, 2000)

I Defendants. Crescent Publishing Group, Inc., Arachne, Inc., Back Break, Inc., Base Steder, Inc., Bird
N Beg, Inc., Bird of Paradise, Inc., Black Crow, Inc., Blast High, Inc., By Coastd, Inc., Casey Baby,
Inc., Cheri, Inc., Crack Back, Inc., Daedalus, Inc., Daphne, Inc., Doric, Inc., Frau, Inc., Gold Finch,
Inc., Green Parrot, Inc., Grey Dove, Inc., Grisette, Inc., Hades, Inc., Hoot Owl, Inc. Icse, Inc., Kick
Over, Inc., Kick Turn, Inc., Kishkus, Inc., Klept, Inc., Knock Kneg, Inc., Lackadaisical, Inc., Left
Felder, Inc., Lemon Zing, Inc., Lsthya, Inc., Marius, Inc., Maxmann, Inc., Mendaus, Inc., Muck-A-
Muck, Inc., Multiline Media, Inc., Multimedia Forum, Inc., Multiple Factor, Inc., Nerve Wracking, Inc.,
NetTV, Inc., Off Year, Inc., Online Forum, Inc., Paantine, Inc., Persephone, Inc., PGTV 1, Inc., PGTV
2, Inc., Phocas, Inc., Pink Flamingo, Inc., Pliny, Inc., Right Fieder, Inc., Romulus, Inc., Scarecrow, Inc.,
Senora, Inc., Sisyphus, Inc., Speckled Sparrow, Inc., Split Back, Inc., Spruce, Inc., Stray Back, Inc.,
Trgan, Inc., TXA, Inc., Vespasian, Inc., Vedtas, Inc., Wacky Back, Inc., White Cedar, Inc., and Bruce
Chew and David Berngtein 0(485)

1 The FTC and the New Y ork Attorney Generd’s office brought ajoint action in federa court against
New Y ork City-based Crescent Publishing Group, Inc., its owner, Bruce Chew, principa David
Berngtein, and 64 &ffiliated corporations that operated adult entertainment Web sites such as
www.highsociety.com and www.playgirl.com. The FTC aleged that defendants promoted scores of
adult entertainment Web sites as "free” and purportedly required credit card numbers from consumers
only to prove that they were adults. In fact, according to the FTC, thousands of consumers were
charged recurring monthly membership fees ranging from $20 to $90, and consumers who tried to
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dispute the charges were met with avariety of barriers. The FTC aleged that defendants generated $141
million of revenue in the firgt 10 months of 1999 done and routingly changed corporate billing names to
avoid detection. When VisaU.SA. disqudified them from using its credit card system, defendants
alegedly moved their merchant banking accounts to Guatemala and adopted severad new merchant
names.

A preliminary injunction issued in the matter of Federal Trade Commission and the People of the State
of New York v. The Crescent Publishing Group, Inc., et al., by U.S. Didrict Court Judge Lewis A.
Kaplan bars the defendants from conducting business on the Internet without first obtaining a $10 million
bond that could be used "to satisfy any judgment entered againg the defendants’ following trid. The
injunction aso prevents the defendants from transferring assets to shareholders, officers and directors of
their companies; requires repatriation of offshore funds; and requires clear and conspicuous disclosure of
any charges for Web-based services.

http://www.ftc.gov/opa/2000/08/crescent.htm (press rel ease -complaint)
http://www.ftc.gov/opa/2001/03/fyi0112.htm

Enforma spokesmen and infomercial producers

146. FTC v. Steven Patrick Garvey, et al. Civil Action No. 00-09358-AHM (AlJx) (C.D. Cal.
filed Aug. 31, 2000).

I Defendants. Steven Patrick Garvey alk/a Steve Garvey, Garvey Management Group, Inc., Lark
Kendal alk/a Kenddl Carson, Mark Levine, David Richmond, and Modern Interactive Technology, Inc.
0(491)

I In acompanion caseto an earlier suit and settlement involving “The Enforma Sysem” weight-loss
program, the FTC charged two Enforma spokesmen, an infomercia company, and its two principles with
playing an active role in developing deceptive advertisng clams. The FTC aleged that basebd| star
Steve Garvey and “nutritionist” Kendall appeared on Enforma s Web gite, on its packaging, and in the
two infomercids that were broadcast more than 30,000 times. The Commission dleged that the
infomercial defendants and these spokesmen developed and contributed to numerous deceptive clams
about the efficacy of Enforma s“Fat Zapper” and “Exercisein aBottle”

http://www.ftc.gov/opa/2000/09/garveyrel ease.htm (press release-complaint)

Another distributor of defective HIV test kits
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147. FTC v. Sovo Tec Diagnostics, Inc. et al, (N.D. Cal. ) (September 2000)
I Defendants: Sovo Tec Diagnogtics, Inc.; Amhad Shirzadi; and Deborah Colby (494)

I The Commission brought suit againgt the gpparent distributor of faulty HIV test kits sold by Cyberlink, a
defendant in an earlier FTC suit. According to an FDA warning letter, Cyberlinx's test were labeled,

"HIV %2 STAT-PAK Ultra Fast manufactured for Sovo Tec Diagnogtics, Inc." The FTC charged Sovo
Tec Diagnogtics, Inc. ("Sovo Tec"), its President, Amhad Shirzadi, and Sovo Tec's General Manager,
Deborah Colby, with distributing rapid HIV tests under the names, "HIV %2 STAT-PAK UltraFast" and
"HIV %2 Whole Blood" and deceptively claming that these tests accurately detected HIV infectionin
human blood. According to the FTC, in some instances defendants HIV tests did not accurately detect
the presence of HIV antibodies.

I The FTC obtained a stipulated find order from the defendants that prohibits them from making false or
mideading representations in connection with the advertisng or sde of any HIV test, or any other medica
device not gpproved by the U.S. FDA. The order aso requires the defendants to (1) inform al past
purchasers of the FTC settlement; (2) notify the Commisson of any complaints or refund requestsin the
future; and (3) permit the Commission, for aperiod of five years, to randomly sdect and test any HIV
test or other unapproved device for accuracy.

1 In approving this settlement, Commissioners Swindle and Leary issued separate concurring statements,
noting with concern that Sovo Tec' s rapid HIV tests could be exported even though they were not
gpproved for sdlein the U.S. Both called for closer scrutiny of this problem by Congress.

http://www.ftc.gov/opa/2000/09/sovotec.htm (pressrelease - complaint and settlement)

Work at home wholesale purchasing business

148. United States of Americav. Visons Group of America, et al, (WDNY filed October 18,
2000)

I Defendants: Visons Group of America, Inc., SOHO Technologies, Inc., and their principas, Mark
Colos, Rex Judd and Greg Kazimer 0(499)

1 The FTC aleged that defendants used high-pressure sales tactics to sdll various home-based
business opportunities based on false and unsubstantiated earnings claims and that defendants violated the
FTC's Cooling-Off Rule, which gives consumers three days to cancel certain purchases of $25 or more.
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The defendants sold various business opportunities including: "Insde Trader,” abusinessthat dlegedly
alowed purchasers to buy brand name merchandise at or below wholesale cogt; "Net More Worth" and
"Vigon Net," businesses that allegedly alowed purchasersto sdll classfied ads on the Internet for a profit.

I The Commission vote to forward the complaint and consent order to the Department of Justice for filing
was4to 1. They werefiled by DOJat the request of the FTC, in the U.S. Didtrict Court for the Western
Disgtrict of New Y ork, on October 18.

I The settlement, which is subject to court gpprova, would prohibit the defendants from making
deceptive income, profit, or sdes volume clamsin connection with the sale of any franchise, busness
opportunity, or investment. Also, it prohibits the defendants from violating the Cooling-Off Rule, which
includes providing various cancellation notices to prospective purchasers, and would require them to pay
a$22,000 civil pendlty.

http://www.ftc.gov/opa/2000/10/visions.htm (press release - complaint and consent order)

Advertising of I nternet Access Services
149. Respondent: WebTV Networks, Inc. (October 25, 2000) X(500)

1 The FTC aleged that WNI, asubsidiary of Microsoft Corp. based in Mountain View, Cdifornia,
advertised its WebTV system in a manner that was deceptive, in violation of federd law. According to
the FTC's complaint, advertisements for the WebTV system claimed that it provided accessto dl of the
Internet's entertainment and information and that it was equivadent to a computer with respect to its ability
to access Internet content. The company aso advertised that it would provide upgrades to the WebTV
system to keep users current with the latest Internet technology.

I The FTC complaint aleges that these advertising claims are deceptive because WebTV system users
are unable to access dl of the content on the Internet, including files created using popular data formats or
programming languages, such as certain "streaming video" formats, and games or chat rooms created in
the"Javd' programming language. In certain cases, they aso may not be able to dislay Web pages, open
e-mall atachments, or play music files online. The FTC further dleges that WNI's upgrades to the
WebTV system have not kept users current with the latest Internet technology, by faling to provide
certain commonly used Internet technologies for audio, video, interactivity and multimedia. The FTC
complaint also dleges that ads for the WebTV system decelved consumers by failing adequatdly disclose
that a Sgnificant percentage of consumers would incur long distance telephone charges while they were
connected to the Internet when using the WebTV system.
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I The settlement will bar misrepresentations about the performance capability of Internet access devices
and Internet services. Future claims about the cost of any Internet access product or service must be
accompanied by a clear and conspicuous disclosure about possible long distance telephone toll charges.
Similar disclosures must al'so be included on the log-on screen that appears before the product connects
to along distance number, as wdl asin materias provided to new subscribers. Certain consumers will be
reimbursed by the company for the long distance charges they incurred. WNI will dso initiate a two-part
consumer education campaign that will include advertisements in various magazines and a consumer
brochure that will be made available at retail locations that sell WebTV and on WNI's own Web ste.
The settlement aso includes record keeping provisons to alow the agency to monitor compliance.

1 Following a public comment period, the Commission has made find a consent agreement with the
falowing: WebTV Networks, Inc. The Commission vote to findize the consent order was 5-0.

http://www.ftc.gov/opa/2000/10/webtv.htm (press release - complaint, and consent)
http://www.ftc.gov/opa/2000/12/fyi0063.htm (press release)

FTC CASESFROM THE TOP-TEN.CON SWEEP Consumer Protection CopsFrom 9
Countries, 5 U.S. Agencies, And 23 States Tackle Internet Fraud . . .

Videotext scheme - a new twist on modem hijacking

150. FTCv. Verity International, Ltd., No. 00 Civ 7422 (LAK)(S.D.N.Y.. filed October 2, 2000)

I Defendants. Verity Internationd, Ltd., Integretd, Inc., Ehillit, Inc., Robert Green and Marilyn She(b05)

IInatwigt on ascheme firgt attacked by the FTC in the “Moldova modem hijacking cases,” defendants
alegedly used modem dider programs to charge consumers for Internet “videotext” services and
expengve internationa telephone calls without verifying that the user was the line subscriber or authorized
by the line subscriber to incur such charges. Once the dider software was downloaded, it disconnected a
consumer's computer modem from hisusua Internet service provider, dided an internationa phone
number assigned to Madagascar and reconnected the consumer's modem to the Internet from an
overseas location. Line subscribers -- the consumers responsible to pay for norma telephone cals -- then
incurred charges of $3.99 per minute.

1 The FTC aleged that defendants violated the FTC Act by 1) misrepresenting that line subscribers
legdly had to pay for calsthat they did not authorize, 2) billing and attempting to collect money from line
subscribers who never used or authorized use of their telephone linesto to access defendants’ videotext
services, and 3) “short-stopping” calls and charging consumers $3.99/minute for calls to Madagascar
when consumers modem connections actudly stopped in London - a$.08/minute cal from the U.S.
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TIndl, the FTC received nearly 600 consumer complaints about VIL in just amatter of days, beginning
September 18, 2000, resulting in the staff's investigation. Through the complaint announced today, the
Commission is seeking injunctive and other ancillary rdief, including consumer redress,
disgorgement and restitution to prevent and remedy the violaions dleged. This may include refunding
money that consumers paid to the company and its principas and disgorgement of ill-gotten gains, dong
with any additiona rdief a court deems proper.

I The FTC filed suit on October 2, 2000 under seal, and the Court granted the FTC' s ex parte motion
for atemporary restraining order, an asset freeze and repatriation of foreign assets. The FTC has asked
the court to issue a permanent injunction, and to order the defendants to pay redress to consumers. A
hearing on the FTC's request for a preliminary injunction was held on November 9, 2000.

1 On December 14, 2000, the Court filed a memorandum opinion (2000 U.S. Dist. LEXIS 17946)
finding thet the FTC islikely to prevail on the meritsin that: (1) defendants bills are representations that
the stated amounts are due; (2) telephone line subscribers are not obligated to pay for information
services such as those sold by defendants, even if the services were accessed over their telephone lines, if
they neither accessed nor approved access to such services, (3) the benefits of permitting defendants to
bill solely on the basis of ANI identification are outweighed by the consumer injury of defendants
“capitdizing on the inattention and fear of consumers or on the disparity of power between them and the
persons they bill to extract payments which, in many cases, probably are not rightfully theirs”

! The Commission authorized taff to file with the court to amend a previoudy issued complaint regarding
thefalowing: Verity International Ltd., et al. The FTC brought this complaint contending that Verity
Internationd was involved in illegdly billing consumersin connection with the provison of adult
"videotext" sarvices. The amended complaint clarifiesthat it covers unfair and deceptive practices
engaged in by the defendants prior to the direct billing that was the focus of the origind complaint; adds
Automatic Communications Limited, a Bahamian corporation, as a defendant; and charges that the
defendants deceptively failed to disclose the cost of their "adult" entertainment services before providing
access to, and billing for, such services. The Commission vote to approve the amended the complaint
was 5-0. The court approved the amended complaint on February 27, 2001.

http://www.ftc.gov/opa/2000/10/verity.htm (press release - complaint)
http://www.ftc.gov/opa/2001/03/fyi0112.htm

More Modem Hijacking Cases
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151. FTCv.RJB Telcom, Inc.; Robert J. Botto, Jr.; Suzette Botto (Relief Defendant);
Richard D. Botto; and Anne Botto (Relief Defendant) (CIV No. 002017 PHX EHC; filed
October 26, 2000 U.S. District Court, Didtrict of Arizona, Phoenix Division)

I Defendants: RIB Telcom, Inc., Robert Botto, Jr., Richard Botto 0(508)

1 The FTC dleged that defendants placed unauthorized charges on consumers credit and debit cards,
and telephone bills for purported access to defendants’ adult-oriented web sites. The FTC aleged that
many consumers had never heard of defendants, did not own computers, or did not have access to the
Internet. Moreover, the FTC dleged that consumers billed on their telephone bills were charged even
when they were not the person that had accessed defendants web sites.

I The FTC complaint charges defendants with unfair and deceptive practices for placing unauthorized
charges on consumers debit and credit cards for adult Internet entertainment services that they had never
ordered. The complaint also alegesthat by placing charges on consumers' telephone or billing
satements, defendants misrepresent that consumers are legally obligated to pay charges for accessto
defendants sexually-explicit web stes even though consumers did not authorize the charges. The
complaint o dleges that the practices are “ unfair” because defendants make no attempt to ascertain
whether the person ordering their adult entertainment servicesisin fact the line subscriber who will be
billed for them.

I The FTC filed suit on October 26, 2000 under sedl, and the Court granted the FTC' s ex parte motion
for atemporary restraining order, an asset freeze, and the appointment of areceiver. On December 1,
2000 the Court issued a stipulated preliminary injunction agreed to by the parties. The order required
defendants to refrain from certain conduct in their marketing and business practices, including: prohibiting
defendants from charging or billing consumers without their express verifiable authorization; and
prohibiting defendants from using atelephone dider to program to charge consumers. The order also
requires defendants, and their processors and affiliates to utilize specific fraud detection and prevention
techniques in each transaction. In addition the order aso requires defendants to put $2,000,000 in an
escrow account for potential consumer redress.

http://www.ftc.gov/opa/2000/10/topten.htm (press release, complaint, memorandum, and TRO)

152. FTCv. Ty Anderson; 583 665 B.C. Ltd.; Virtualynx Internet, Inc.; and Charlo Barbosa
(W.D. Wa, filed October 27, 2000).

I Defendants: Ty Anderson; 583 665 B.C. Ltd.; Virtudynx Internet, Inc.;
and Charlo Barbosa 0(512)
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I The Ty Anderson defendants operated several web sites that offered access to pornographic videotext
sarvices through a“dider” software. This software caused a computer to disconnect from its usua
Internet Service Provider and access defendants’ videotext services via an international telephone call to
Madagascar from its computer modem. The cost of the cdl, which varied from $3.99 to $7.39, was
billed to the subscriber of the modem telephone line.

I The complaint dleged that defendants violated sec. 5 of the FTC Act by: (1) unfarly billing and
attempting to collect from telegphone line subscribers who had not authorized calls to access defendants
videotext; and (2) deceptively representing to line subscribers that, because their telephone lines may
have been used to access defendants' videotext, they were obligated to pay for such access whether or
not they had authorized it. The FTC sought preliminary injunctive and ancillary relief, a permanent
injunction againgt violations of the FTC Act, and consumer redress.

I Ty Anderson is one of four cases targeting the practice of videotext/modem diaing announced as part
of the FTC's“Top Ten Dot Cons’ sweep on October 31, 2000. The FTC's Northwest Region filed the
lawsuit on October 27, 2000 in the United States Didtrict Court for the Western Didtrict of Washington.
On November 9, 2000, the parties filed a Stipulated Preliminary Injunction (“<tipulated injunction”). On
the same date, the Court entered an Order on Stipulated Preliminary Injunction adopting most of the
dipulated injunction provisons, including those preliminarily enjoining defendants from violaing sec. 5
through use of the dider software.
! The Commission has gpproved the filing of anatice of dismissal regarding a defendant in the following
metter: FTC v. Ty Anderson, et al. The notice of dismissal rdlates to Ty Anderson, one of the
defendants dlegedly involved in this activity. Through this action, al chargesfiled againgt him for violations
of the FTC Act will be dismissed.
! The Commission vote to approve the notice of dismissal was 4-0, with Commissioner Sheila Anthony
not participating.

http://www.ftc.gov/opa/2000/10/topten.htm (press release, complaint, and memorandum)

http://www.ftc.gov/opa/2001/03/fyi0113.htm

Work at home Paralegal Training Scheme

153. FTCv. Para-Link International, Inc., et al. (MD FL, Tampa Division, filed October 16,
2000)
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I Defendants. Para-Link Internationd, Inc., AAA Family Centers, Inc., The Liberty Group of America,
Inc., Deborah R. Dolen, Matthew See, and Judy Graves 0(518)

I The FTC aleged that defendants used sites on the World Wide Web, unsolicited e-mail, and
newspaper advertisements to promote and sl their pardegd training and employment opportunity kits.
Many of the ads and/or e-mails contained representations such as. "Make Over $200 An Hour," and

"Y ou Can Process Simple Divorces and Bankruptcies From Home and Make Over $200 An Hour in as
little as 30 Dayd!!!". The ads aso promised client referrals to purchasers who passed a qudifying test.

I The FTC's complaint charges that the earnings claims were unsubstantiated and that the promised
referrds were not supplied. The complaint aso charges that the materid contained in the kits and the
support promised by the defendants is inadequate to properly train consumers to become paralegas. In
addition, the complaint charges that the defendants failed to disclose materid information to kit
purchasers, including the fact that under some circumstances, completing and filing legd forms on behalf
of consumers could condtitute the unauthorized practice of law under some date laws.

I The FTC filed suit on October 16, 2000 under sedl, and the Court granted the FTC' s ex parte motion
for atemporary restraining order, an asset freeze and the gppointment of arecelver to take charge of the
companies. The FTC has asked the court to issue a permanent injunction, and to order the
defendants to pay redress to consumers. A hearing on the FTC's request for a preliminary injunction has
been scheduled for November 9, 2000.

http://www.ftc.gov/opa/2000/10/paralink.htm (press release - complaint/ TRO)

Medical Billing Home Business Opportunity

154. FTC v. Western United Service Corporation d/b/a Titan Business Solutions and Scott
Ford (CD Ca filed October 25, 2000).

I Defendants. Western United Service Corporation d/b/a Titan Business Solutions,
Scott Ford 0(520)

I The FTC dleged, in its complaint, that defendants, using awebsite and advertisementsin locd
newspapers, to promote and sdll a"complete package’ of medica hilling software and training to
consumers which would enable consumers to establish an dectronic medicd billing business out of ther
homes. Defendants allegedly misrepresented that consumers would receive alist of pre-screened doctors
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waiting to hire consumers, that the package was complete and that other consumers were making
substantial sums, from $5 to $7 per claim and up to $40,000 per year, using Defendants product.

I The FTC suit alleged that in redlity there was no list of pre-screened doctors, the package was not
complete as promised, and no consumers were making the amounts of money promised by the
defendants.

I The FTC filed suit on October 25, 2000 under sed and the Court granted the FTC's ex parte motion
for atemporary restraining order, an asset freeze and the appointment of areceiver to take charge of the
companies. The FTC has asked the court to issue a permanent injunction, and to order the
defendants to pay redress to consumers.

I On November 3, 2000, after a2 %2 hour litigated hearing on the FTC's request for a preliminary
injunction, the Court made the receivership over Western United Business Corporation d/b/a Titan
Business Solutions permanent and granted the FTC's request for a preliminary injunction.

I On November 21, 2000, an asset deposition was taken of Scott Ford.
http://www.ftc.gov/opa/2000/10/topten.htm (press release - complaint, proposed TRO, Final Ex Parte TRO)

Direct billing and credit card cramming for adult internet services

155. FTC v. Automated Transaction Corp.; WWW Provider Co.; Edward S. Lipton; World
Telnet, Inc.; and Donald Tetro (S.D. Fla. filed October 25, 2000) (Case No. 00-7599-CIV -
HURLEY/LYNCH).

I Defendants. Automated Transaction Corp., World Telnet, Inc., WWW Provider Co., Edward S.
Lipton and Donald Tetro. 0(525)

I The FTC dleged that defendants engaged in unfair and deceptive acts and practices by hilling
consumers for purported adult-content Internet and audiotext services that the consumers never
purchased, authorized or received. The complaint aleges that Defendants carried out their scheme in two
ways. (1) by sending consumers bills by direct mail and, (2) by posting charges to consumers credit card
and debit accounts.  According to the complaint, Defendants direct mail bills dlegedly featured
consumers Socia Security numbers as their customer account numbers. Many consumers were so
adarmed by defendants unauthorized use of their Sociad Security numbers that they filed police reports,
Characterizing themsdlves as victims of identity theft.
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I The FTC filed suit ex parte on October 25, 2000, seeking a TRO with asset freeze, immediate access
and appointment of atemporary receiver over the corporate defendants. The Court issued the TRO on
October 26, 2000 and scheduled a Preliminary Injunction hearing for November 2, 2000 before a
magisirate judge. A partid hearing was held on Nov. 2 and continued for Nov. 8. On November 8,
2000, prior to the start of the second day of the Pl hearing, the parties reached a stipulated preliminary
injunction. The stipulated P imposed imposed restrictions on defendants future billing, |eft the recaiver in
place and provided for the establishment of a $2 million escrow account to fund consumer injury, the
scope of which is ill to be determined.

http://www.ftc.gov/opa/2000/10/topten.htm (press release - complaint, TRO )

Fake Rebate Checks for I nternet Service

156. FTC v. Cyberspace.com, LLC; French Dreams; Coto Settlement; Electronic Publishing
Ventures, LLC; Olympic Telecommunications, Inc.; lan Eisenberg; and ChrisHebard
(Western Didgtrict of Washington October 2000).

I Defendants: Cyberspace.com, LLC; French Dreams,; Coto Settlement; Electronic Publishing Ventures,
LLC; Olympic Tedecommunications, Inc.; lan Eisenberg; and Chris Hebard 0(532)

I The Commission filed a complaint against defendants in the Western Didtrict of Washington on October
20, 2000. The complaint includes 3 counts aleging Section 5 violations. The complaint alleges that
defendants sent a mailing, with checks for $3.50, to millions of consumers and businesses. FTC dleges
that the mailing caused consumers to believe that the check was a rebate, refund, accounts receivable, or
some other payment based on a pre-existing relationship, when in fact it was not. The FTC further
alegesthat by deposting the check, consumers and businesses were agreeing to enter into a new
business relationship wherein defendants placed charges for internet access on consumers and business
telephone bills.

I The FTC settled with 5 defendants and filed two stipulated permanent injunctions at the same time we
filed our complaint. The court signed the permanent injunction orders on October 23. One order is
againg Eisenberg, French Dreams, and Olympic Telcomm. The other is against Hebard and Coto
Settlement.

I The two orders cdled for a Specid Magter to work with the parties to reach an agreement on the
amount and method of distribution for consumer redress. That processis now beginning.

http://www.ftc.gov/opa/2000/10/topten.htm (press release - complaint, stipulated permanent injunctions)

74



I nternet Auction Scams

157. United States of Americav. Computers By Us, Inc., also d/b/a Fenceway Computersand
Tweekable Computers; Jeffrey M. Wesko; Wanda M. Wesko; and Richard A. Wesko,
Jr. (Digtrict of Maryland, Northern Division filed October 30, 2000)

I Defendants: Computers By Us, Inc., Fenceway Computers, Tweekable Computers; Jeffrey M.
Wesko, Wanda M. Wesko, and Richard A. Wesko, Jr. 0(538)

I The United States dleged that defendants offered computers for sdle on any one of a number popular
Internet auction web sites ("auction houses'), and accepted payment from consumers who "won"
auctions, The United States dso dleged that defendants referred their Internet auction consumers to the
defendants own web sites where they advertised computer parts to upgrade the computers offered in
their auctions.

I The complaint charges that defendants dmost never delivered the merchandise won by consumersvia
auction, failed to ddiver it in atimey manner and/or delivered merchandise that was subgtantialy less
vauable than consumers expectations. The complaint so charges that defendants almost never
ddivered the merchandise to consumers who chose to upgrade their computers with parts offered on the
defendants web sites before delivery, or ddlivered merchandise that was substantialy less vauable than
consumers expectations.

I The United States filed suit on October 30, 2000, asking the court to issue a permanent injunction and
to order defendants to pay redress to consumers.

http://www.ftc.gov/opal/2000/10/topten.htm (press release - complaint)

158. FTC v. Michad Dewhurst d/b/a Empire Designs, Case No. 00-CV-12219 RCL (Didtrict of
Mass, Filed October 26, 2000 )

1 Defendant: Michad Dewhurst d/l/a Empire Designs 0(539)

I The FTC Complaint aleges that Michadl Dewhurst d/b/a Empire Designs placed advertisements
offering computers and consumer e ectronics on the web sSites of various Internet auction houses.
Consumers placed bids for defendant Dewhurst's merchandise and Dewhurst accepted bids and payment
for the computer and consumer goods he offered for sde on the Internet. However, Dewhurst failed to
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provide either the promised merchandise or arefund to those consumers whose bids he has accepted and
from whom he received payment.

I The FTC Complaint charges that the defendant 's practices are in violation of Section 5(a) of the FTC
Act.

I The Complaint dso charges that the defendant isin violation the Mail or Telephone Order Merchandise
Rule. Specifically, the defendant solicited orders for the sale of merchandise to be ordered by the buyer
without a reasonable basis to expect that he will be able to ship any ordered merchandise to the buyer
within the time stated in the solicitation, or if no time was clagrdy and conspicuoudy stated, within thrirty
days of receipt of aproperly completed order. In addition, the defendant failed to offer buyers, clearly
and cosnpicuoudy and without prior demand, an option ether to consent to adelay in shipping or to
cancel the order and receive a prompt refund. Finally, defendant failed to make a"prompt refund” to
byuers when such refunds were required under the Mail or Telephone Order Merchandise Rule.

1 The FTC filed a Complaint, amotion for a preiminary injunction and a request for aora argument on
October 26, 2000. The FTC is currently awaiting a hearing date.

http://www.ftc.gov/opa/2000/10/topten.htm (press release - complaint)

159. FTCv. Auctionsaver, LLC; Richard Phim; Carman Lee Caldwdl; Shade Delmer, aka
Shane Delmer; and Naomi Ruth Anderson (S.D. Cdl., filed October 20, 2000)

Defendants: Auctionsaver, LLC; Richard Phim; Carman Lee Cddwdl; Shade Demer, aka Shane
Demer; and Naomi Ruth Anderson. 0(544)

I The Complaint dleges the defendants violated Section 5 by faling to deliver to winning bidders
computer-related products that the defendants offered on Internet auction Sites, contrary to their
representations that they would deliver such products.

I The Complaint dso aleges the defendants violated the Mail or Telephone Order Merchandise Rule by-

1. soliciting orders without a reasonable basis to expect they would be able to ship the
merchandise in the required time period;

2. failing to offer buyers the option to cancd or to consent to adelay; and
3. failing to make prompt refunds when required.
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I No prdiminary relief has been sought. FTC staff has served the LLC defendant but is still locating the
individua defendants.

http://www.ftc.gov/opa/2000/10/topten.htm (press release - complaint)

Commodity Trading Scam

160. IntheMatter of WFS Enterprises, Inc. d/b/a The Cash Nursery, and Rabb Sabin and
Arthur Smith (File No. 002 3025) (October 2000)

Defendants: WFS Enterprises, Inc. d/b/a The Cash Nursery, and Rabb Sabin and Arthur Smith.
x(547)

I The Federd Trade Commission has accepted an agreement containing a consent order from
defendants, who sdll atraining program on the Internet for the daily buying and sdlling of stock and
commodity options (also known as"day trading"). They advertise on their Internet Web site,
www.thecashnursery.com. This matter concerns alegedly deceptive representations of the earnings and
profit potentia, as well as the extent of risk involved in usng respondents trading methods.

I The Commisson's complaint aleged that respondents made unsubstantiated clams that users of
respondents options trading program could reasonably expect to earn large profits, as much as seven
figures annualy (i.e., more than $1,000,000); that users could reasonably expect consistent investment
returns of 100% to 500% on their trades; and that testimonia's gppearing in the advertisements for
respondents options trading program reflected the typica or ordinary experience of members of the
public who use the program. In addition, the complaint aleged that respondents misrepresented that users
of their options trading program could reasonably expect to trade with little financid risk.

I The consent order contains provisons designed to prevent respondents from engaging in Smilar acts
and practicesin the future. The order requires respondents to have a reasonable basis substantiating any
representation that users of respondents currency trading program can reasonably expect to earn large
profits. The order aso prohibits respondents from misrepresenting that users of any trading program can
reasonably expect to trade with little or no financid risk and from misrepresenting the extent of risk to
which users of any such program are exposed. The order aso requires respondents to disclose, clearly
and conspicuoudy, "Stock, commodity futures, and stock or commodity options trading involve HIGH
RISKSand YOU can LOSE alot of money." in close proximity to any representation they make
about the financid benefits of any trading program. This disclosureisin addition to, and not insteed of,
any other disclosure that respondents may be required to make. The order also prohibits respondents
from using testimonias or endorsements in a manner that is deceptive or mideading.
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I The agreement will be subject to public comment for 30 days, after which the Commission will decide
whether to mekeiit find.

The agreement was subject to public comment for 30 days and was findized on January 19, 2001.
http://www.ftc.gov/opa/2000/10/topten.htm (press release - complaint, agreement, analysis)
http://www.ftc.gov/opa/2001/01/fyi0103.htm (press release - complaint, decision and order)

Day Trading Scam

161. IntheMatter of R.S. of Houston Workshop, Ronald J. Schoemmell, and Valdimar
Thorkelsson (File No. 002 3024) (October 2000)

I Defendants: R.S. of Houston Workshop, Rondd J. Schoemmell, and Vadimar Thorkel sson.
x(550)

I The Federad Trade Commission has accepted an agreement containing a consent order from
defendants, who well atraining program for a trading method on the Internet for the daily buying and
sdling of stocks (also known as"day trading"). They advertise on their Internet Web site,
www.rsofhouston.com. This matter concerns alegedly deceptive representations of the earnings and
profit potentia, as well as the extent of risk involved in using respondents trading programs and trading
methods.

I The Commisson's complaint alleged that respondents made unsubstantiated clams that users of
respondents trading programs and trading methods could reasonably expect to earn large profits, as
much as six figures annudly (i.e., more than $182,000); that users of respondents trading programs and
trading methods could reasonably expect consistent investment returns of $2,500 to $3,500 per week;
that users of respondents trading programs and trading methods could reasonably expect to succeed at
day trading for alifetime of profitable and enjoyable trading; and that testimonias gppearing in the
advertisements for respondents trading programs and trading methods reflected the typical or ordinary
experience of members of the public who use the program. In addition, the complaint aleged that
respondents misrepresented that users of respondents trading programs and trading methods could trade
in volatile markets with LOW RISK.

I The consent order contains provisons designed to prevent respondents from engaging in Smilar acts
and practicesin the future. The order requires respondents to have a reasonable basis substantiating any
representation that users of respondents day trading program can reasonably expect to earn large profits.
The order aso prohibits respondents from misrepresenting that users of any trading program can
reasonably expect to trade with little or no financid risk and from misrepresenting the extent of risk to
which users of any such program are exposed The order aso requires respondents to disclose, clearly
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and conspicuousdly, "DAYTRADING involvesHIGH RISKS and YOU can LOSE alot of money." in
close proximity to any representation they make about the financia benefits of any trading program. This
disclosure isin addition to, and not instead of, any other disclosure that respondents may be required to
make. The order aso prohibits respondents from using testimonials or endorsements in amanner that is
deceptive or mideading.

I The agreement was subject to public comment for 30 days and was finalized on January 19, 2001.
http://www.ftc.gov/opa/2000/10/topten.htm (press release - complaint, agreement, analysis)
http://www.ftc.gov/opa/2001/01/fyi0103.htm (press release - complaint, decision and order)

Online*® Yellow Page” Listings Billed to Telephone Bills

162. FTCv.YP.N«, Inc.; Telco Billing, Inc., d/b/aY dlow-Page.Net; Publication Management,
Inc.; Michad K. Bloomaquist; Joseph T. Carlson; William D. ONed; Gregory B. Crane; and
Rebecca L. Bloomquist, Karina Carlson, Elizabeth O'Nedl, and Laura Crane (Relief Defendants)
(CV- No. 00-1210 PHX SMM; filed June 26, 2000 - D Ariz, Phoenix Div).

I Defendants: YP.Net, Teco Billing, Inc., d/b/a Y elow-Page.Net, Publication Management, Inc.,
Gregory Crane, William O’ Nedl, Michael Bloomquist, and Joseph Carlson 0(557)

1 The FTC dleged that defendants solicited customers for their online yellow pages directory by mailing
consumers a$3.50 “rebate” check with the familiar walking fingerslogo and “yellow-Page’ name. The
back of the check had a purported advertisng contract in smal print above the endorsement line. Most of
the materia terms of the purported contract were printed on the insde of the solicitation envelope and
could only be read by ripping apart the envelope. By depositing the “rebate’ check, consumers were
unwittingly signed up for ayear of defendants Internet yellow page services charged to their telephone
bills.

1 The FTC s complaint charges that defendants made deceptive representations by failing to disclose to
consumers, in aclear and conspicuous manner, the materia conditions associated with depositing
defendants $3.50 rebate check. The complaint aso dleges that defendants misrepresented that they
were affiliated with, or endorsed by, consumers regular provider of yellow page directories. In addition,
the complaint dlegesthat defendants misrepresent that consumers are legdly obligated to pay charges for
defendants Internet-related services, even though the charges were not authorized.
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I The FTC filed suit on June 26, 2000 under seal and the Court granted the FTC' s ex parte motion for a
temporary restraining order, an asset freeze, and the gppointment of areceiver. On July 13, 2000 the
Court signed a dtipulated preliminary injunction order agreed to by the FTC and defendants. The order
required defendants to refrain from certain conduct in their marketing and business practices, and

required abond to be posted by defendant Greg Crane for potentia consumer redress. The parties are
currently in negotiations regarding a permanent injunction and fina order.
http://www.ftc.gov/opa/2000/10/topten.htm (press release and complaint)

More Cramming of I nternet Service Charges on Telephone Bills.

163. FTCv.Mercury Marketing of Delaware, et al. (E.D. Pa, filed June 28, 2000)
I Defendants:  Mercury Marketing of Delaware and Nedl D. Safergtein. X(559)

I A complaint for a permanent injunction and equitable redress was filed in the U.S. Digtrict Court for the
Eagtern Didtrict of Pennsylvania. Defendants telemarket Internet web page advertissments to smdll
businesses and nonprofit organizations nationwide.

I The Commisson’s complaint aleges that defendants place unauthorized charges for ther Internet-
related services on consumers telephone hills, thereby misrepresenting that consumers are obligated to
pay for such services.

1 A dipulated find judgment and order has been presented to the court, which will require Mercury
Internet Services, and its principal, Ned D. Safergtein, to offer consumers refunds for telephone hill
charges they did not authorize. The settlement bars misrepresentations that consumers are obligated to
pay for servicesthey did not authorize; that consumerswill not be charged before the end of the "free
trid" period; and that consumers will not be charged if they cancd during the "free trid™ period. It dso
bars misrepresentations that consumers Web pages can be located usng mgor Internet search engines.
The settlement requires that the defendants obtain express, verifiable agreement to the terms of any sde
they make and prohibits them from billing consumers during the "free trid" period. It so requires that
they disclose dl materia terms and conditionsin writing before billing consumers.

! The Commission vote to accept the Stipulated Final Judgment and Order was 5-0.

http://www.ftc.gov/opa/2000/10/topten.htm (press rel ease and complaint)
http://www.ftc.gov/opa/2001/03/mercury2.htm

164. AUCTION CASE UNDER SEAL AS OF 10/31/00 0(560)
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More Videotext / Modem Hijacking

165. FTC v. Sheinkin (D.S.C. filed 11/17/2000)
I Defendant: Hillary Sheinkin o(561)

I Defendant Sheinkin operates severd Web sites that offer "freg" adult content by downloading a "free’
program. A computer user that clicks on the free program in fact downloads a program that re-dials the
computer's modem to an internationa destination in Guyana or Vanuatu where the computer isre-
connected to an adult Web site. The line-subscriber for that modem line is then charged anywhere from
$2.53 to $5.09 aminute for the duration of the connection. The charges then gppear on theline-
subscriber's regular phone bill as internationd telephone calls. Defendant aso advertises a turnkey
business opportunity for other Web ste operators to use her dider programs.

1 The FTC dleges that defendant violatesthe FTC Act by: 1) unfairly causing line-subscribers that have
not used, or authorized othersto use, her dider program; 2) misrepresenting that line subscribers legdly
had to pay for calsthat they did not authorize; 3) deceptively advertising her services as"free’; and, 4)
providing others with the means and instrumentalities to commit the same deceptive practices.

I The FTC, with the assistance of the United States Attorney's office for the Digtrict of South Carolina,
filed a complaint and motion for a preliminary injunction on November 17, 2000 and is awaiting a hearing

date.
(No pressrelease located.)

Fakel.D. Mill on Thelnternet

166. FTCyv.Jeremy Martinezd/b/alnfo World (C.D. Cdl. filed December 5, 2000) (Civil Action No.
00-12701-CAYS).

I Defendants. Jeremy Martinez d/b/aInfo World 0(562)

1 The FTC complaint aleges that Jeremy Martinez of Tarzana, Cdifornia, doing business as Info World,
maintained Web sites, including one located at a Site called "newid" that sold 45 days of accessto fake ID
templatesfor $29.99. The ste contained "high quality" templatesfor the crestion of fake California, Georgia,
Forida, Maine, Nevada, New Hampshire, New Jersey, Utah, Wisconsin and New Y ork drivers licenses.
It dso contained a birth certificate template, programs to generate bar codes - required in some states to
authenticate drivers licenses - and a program to confirm the vaidity of Socia Security numbers.

1 The FTC further dlegesthat Martinez was ddiberatdy marketing his ste to consumers who were surfing
the net to find fake 1D documents. Web sites use Meta-tags - hidden wordsthat help search enginesidentify
and index Web dte content. Martinez's Metartags included "illegd id," "fake id fraud," and "forging
documents' according to the FTC complaint.
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1 The FTC'scomplaint alegesthat sdlling the fake ID templates violatesthe FTC Act and that by providing

falseidentification templatesto others, Martinez has provided the "means and instrumentdlities’ for othersto
break the law. The FTC has asked the court to permanently bar the deceptive practices and to recover the
illegally earned money from the defendant.

1 The complaint was filed in U. S. Digtrict Court for the Centrd Didtrict of Cdiforniain Los Angeles on
December 5, under sedl. The FTC's Temporary Restraining Order was signed on December 5, which
included injunctive rdlief, an asset freeze and requires the defendant to repatriate any assets or documents
located in foreign countries. The seal was lifted December 8.

http://ww.ftc.gov/opal2000/12/martinez.htm (press rel ease — complaint, anended TRO, statement of Commissioner
Swindle)

167. Respondent: Sharp Electronics Corp. (January 21, 2001) 0(563)
1 The Commission dleged that Sharp Electronics Corp. ("Sharp”), one of the world's largest dectronics
manufecturers and sdlers, mided consumers about the upgradability of its Mobilon Handheld Persond
Computers ("HPCs"). The complaint contends that Sharp continued to advertise that the devices were
upgradeable to a later verson of the Microsoft Windows CE operating system for severa months after the
company had determined it would not make the systems upgradable. Many HPCs currently on the market
use this system, which aso contains severa gpplications, including a wordprocessor, spreadsheet and
database. The upgradeability clams at issue were primarily made to consumers who were researching the
devices on Sharp’'s Web site.

I Under the proposed settlement, consumers who bought a Maobilon 4100, 4500 or 4600 during part of
1999 and 2000 will have to pay only a $10 shipping and handling charge to have their systems upgraded.
Consumers would ether be able to submit an upgrade clam form that they received in the mail from the
company, or request the upgrade over the Internet. A message d erting consumersto the upgrade opportunity
would be posted on Sharp's Web site. Sharp would aso be prohibited from making false upgradability
cdamsin thefuture.

I The Commission vote to accept the consent agreement for public comment was 5-0.
http://www.ftc.gov/opa/2001/01/sharp.htm (press rel ease — complaint, agreement, analysis)

Domain Name Registration Fraud

168. FTCv. Darren J. Morgenstern, 1268957 Ontario, Inc., and 1371772 Ontario Inc., doing
business as National Domain Name Registry, Electronic Domain Name Monitoring, and
Corporate Domain Name Monitoring. (N.D. GA. filed February 12, 2001) (Civil Action No.
01-CV-0423).
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I Defendants: Darren J. Morgenstern, 1268957 Ontario, Inc., and 1371772 Ontario Inc., doing business
as Nationa Domain Name Regigtry, Electronic Domain Name Monitoring, and Corporate Domain Name
Monitoring. 0(566)

I The Federd Trade Commission has asked a U.S. Didrict Court Judge to halt an Internet domain name
scheme that dupes consumersinto needlesdy registering variations of their existing domain names by
deceptively contending that athird party, acting in bad faith, is about to clam it. The agency estimates
that, & a minimum, 27,000 consumers may have been victims of the scam. At the agency's request, the
court hasissued a Temporary Restraining Order, frozen the defendants assets, and shut down their Web
sites, pending trid. The FTC has asked the court to bar the scheme permanently and order consumer
redress.

1 According to the FTC, consumers - many of them operating small businesses on the 'Net - received
unsolicited fax solicitations stating, "URGENT NOTICE OF IDENTICAL DOMAIN NAME
APPLICATION BY A THIRD PARTY." Thefax solicitation offers to block the agpplication by obtaining
the copy-cat domain name for the fax recipient for afee of $70. According to the FTC, no third party has
aoplied for the name, and the information in the fax solicitationsisfase, in violation of the FTC Act.

I The FTC has asked the court to issue preliminary and permanent injunctions to bar the deceptive
marketing practices, to freeze the defendants assets to preserve them for consumer redress, and to shut

down Web sites used to promote the domain name scheme.
http://www.ftc.gov/opa/2001/02/morgenstern.htm (press release — complaint, TRO)

Medical Billing Scam
169. FTCv.Medicor LLC and Andrew Rubin (C.D. CA filed February 28, 2001)

I Defendants. Medicor LLC, Andrew Rubin, Matthew Rubin, Maven Holdings, Inc.,
and S&M Trust o(571)

1 A federd didtrict court has ordered a temporary hdt to a Caifornia-based telemarketing scheme that
purportedly soldwork-at-homemedica billing opportunities. Medicor LL C, anditsmanager, Andrew Rubin,
promised consumers that they could earn up to $1,500 per week using their home computers to process
medica bills for physicians in the consumers community.

I The Federd Trade Commission alleges that the defendants misrepresented their medica billing work-at-
home opportunities by touting false earnings claims, misrepresenting the assstance that they would arrange
for consumers to get medica billing work and that refunds were readily available. At the Commission's
request, the court froze the defendants assets, and appointed atemporary receiver pending a hearing on the
Commisson's motion for a preliminary injunction.

I The FTC filed itscomplaint in the U.S. Digtrict Court in the Centra Didtrict of Cdiforniaagaingt Medicor
and Rubin as part of "Project Homework™ - alaw enforcement action targeting work-at-home scams that
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typicdly victimize stay-at-home parents, the physicaly disabled, non-English speskers, and people who
cannot secure employment in traditiona venues outside the home.

I The defendants promoted and sold medicd billing work-at-home opportunities to consumers throughout
the United States via newspaper ads and an Internet web site, www.medicorllc.com. According to the
FTC, Medicor, based in Van Nuys, Cdifornia, advertised in the "help wanted" section of various loca
newspapers touting the high earnings consumers could make usng Medicor's medica billing software. To
further induce consumersto purchase Medicor's billing software, the defendants telemarketerswould falsdy
represent that they would arrange for doctors whose claims the consumers would be processing. In an
attempt to convince consumers that Medicor was a legitimate company, the defendants would sometimes
refer potential customers to their web ste, which offered testimonias from purportedly successful Medicor
billers. The defendants charged from $325 to $495 for their business opportunity.

I The Commission vote to authorize gaff to file the complaint in district court was 4-0-1, with Commissioner
Sheila Anthony not participating. The complaint was filed under sedl in the U.S. District Court, Central
Didgtrict of Cdifornia, Western Division, in Los Angdes, on February 28. The judge signed the TRO with

Asset Freeze on March 1 and lifted the seal on March 7, 2001.
http://www.ftc.gov/opa/2001/03/medicor.htm (press release)

FTC SuesDay Trading Seminar Promoter Over Deceptive Ad Claims

170. FTCv. Tim Cho Investment Cor poration and Timothy Cho (C.D. Cdiforniafiled March 15,
2001) (CVSA 01-331)

I Defendants: Tim Cho Investment Corporation and Timothy Cho 0573
I The Federa Trade Commission hasfiled suit in U.S. Didrict Court to stop Timothy Cho and Tim Cho
Investment Corporation (TCI) from making fase and deceptive advertisng clamsfor TCI'straining
seminar on day trading. TCl islocated in Irvine, Cdifornia, and has affiliate offices throughout the
country.

I Thislawsuit is the seventh in a series of FTC enforcement actions against these deceptive practices,
which was announced in May 2000 in conjunction with the Commodity Futures Trading Commission,
and Securities and Exchange Commission. This case was brought with the assistance of the Securities
Divison of the Office of the Secretary of the Commonwedth of Massachusetts.

1 According to the complaint, Cho and TCI have used the Internet, newspapers and bulk e-mail to
advertise a $6,000 two-day training seminar on day trading. Through its advertisng TCI has claimed,
among other things, that investors can expect to have made $305,000 in 393 winning trades in the first
nine months of 2000; to earn a guaranteed 1000 percent return in trading S& P futures contracts within
one year; that 12 out of every 13 trades will be profitable. The FTC aleges that the defendants lacked
subgtantiation for these claims, and that they were deceptive.



' The adsdso conveyed that investors can expect to trade profitably with little financia risk, the FTC

dleged. In fact, the FTC complaint says, investors cannot reasonably expect to trade with little financia

risk, and the claim istherefore false.

1 The FTC has asked the court to issue a permanent injunction to bar the deceptive marketing practices

and for an order providing consumer redress. The relief sought by the FTC includes an order hdting the

fase and unsubgtantiated claims and providing for redress to consumers or disgorgement of ill-gotten

gans.

! The Commission vote to file the complaint was 5-0. It wasfiled in the U. S. Didtrict Court for the

Centrd Didrict of Cdifornia, Southern Division, in Santa Ana, March 15.
http://www.ftc.gov/opa/2001/03/cho.htm (press rel ease — complaint)

Fiscal Year Cases
94 1

95 0

96 13
97 8

98 18
99 60
00 49
01 21
Total 170
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